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Background 

The  Office  of  the  Comptroller  of  the  Currency  (OCC)  was 
established  in  1863  as  a  bureau  of  the  Department  of  the 
Treasury.  The  OCC  is  headed  by  the  Comptroller  who  is 
appointed  by  the  President,  with  the  advice  and  consent 
of  the  Senate,  for  a  5-year  term. 

The  OCC  regulates  national  banks  by  its  power  to: 

•  Approve  or  deny  applications  for  new  charters, 
branches,  capital  or  other  changes  in  corporate  or 
banking  structure; 

•  Examine  the  banks; 

•  Take  supervisory  actions  against  banks  which  do  not 
conform  to  laws  and  regulations  or  which  otherwise 
engage  in  unsound  banking  practices,  including 
removal  of  officers,  negotiation  of  agreements  to 
change  existing  banking  practices  and  issuance  of 
cease  and  desist  orders;  and 

•  Issue  rules  and  regulations  concerning  banking 
practices  and  governing  bank  lending  and  investment 
practices  and  corporate  structure. 

The  OCC  divides  the  United  States  into  six  geographical 
districts,  with  each  headed  by  a  Deputy  Comptroller. 

The  Office  is  funded  through  assessments  on  the  assets 
of  national  banks. 


The  Comptroller 

Robert  Logan  Clarke  became  the  26th  Comptroller  of  the 
Currency  on  December  10,  1985. 

By  statute,  the  Comptroller  serves  a  concurrent  term  as  a 
Director  of  the  Federal  Deposit  Insurance  Corporation 
and  of  the  Resolution  Trust  Corporation,  and  as  a  mem¬ 
ber  of  the  Federal  Financial  Institutions  Examination 
Council. 

An  attorney,  Mr.  Clarke  was  formerly  with  the  law  firm  of 
Bracewell  &  Patterson  in  Houston,  Texas.  He  joined  the 
firm  in  1968  and  founded  its  Banking  Section  in  1972. 

Mr.  Clarke  received  a  B.A.  degree  from  Rice  University  in 
1963  and  an  LL.B.  degree  from  Harvard  University  Law 
School  in  1966.  He  served  as  a  Captain  in  the  United 
States  Army  from  1966  to  1968. 
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Operations  of  National  Banks 


Preliminary  fourth  quarter  1990  operating  results  for 
3,965  reporting  national  banks  indicate  aggregate 
losses  of  $20  million  in  the  three  months  ending  De¬ 
cember  31  ,  1 990,  the  worst  fourth  quarter  performance 
reported  by  national  banks  in  the  last  five  years.  Those 
losses  dropped  national  bank  income  for  the  year  to 
$7.4  billion,  down  29  percent  from  the  $10.4  billion 
earned  in  1 989  and  47  percent  from  their  peak  of  $13.6 
billion  reported  in  1988. 

Earnings  weakness  in  the  quarter  and  for  1990  as  a 
whole  were  concentrated  in  the  largest  national  banks, 
those  with  more  than  $1  billion  in  total  assets.  Those 
banks  lost  an  aggregate  $640  million  in  the  quarter  and 
their  1990  reported  profits  of  $4.3  billion  were  40  per¬ 
cent  lower  than  the  $7.2  billion  they  earned  during 
1989.  For  the  year,  return  on  assets  (ROA)  was  0.32 
percent  for  banks  with  between  $1  billion  and  $10 
billion  in  total  assets  and  0.25  percent  at  banks  with 
more  than  $10  billion  in  assets,  each  down  about  20 
basis  points  compared  to  one  year  earlier. 

Earnings  were  comparable  to  1989  results,  however, 
for  the  vast  majority  of  national  banks  for  both  the 
quarter  and  the  year  as  a  whole.  Fourth  quarter  profits 
of  banks  with  total  assets  below  $1  billion  were  $620 
million,  about  1 0  percent  lower  than  in  the  fourth  quar¬ 
ter  of  1989.  Their  earnings  for  all  of  1990  were  $3.1 
billion,  about  the  same  as  in  1989.  Their  ROA  for  the 
year  —  0.74  percent  for  banks  with  less  than  $300 
million  in  total  assets  and  0.80  percent  for  banks  with 
between  $300  million  and  $1  billion  in  assets  —  was 
virtually  unchanged  compared  to  1989  and  was  sub¬ 
stantially  higher  than  the  aggregate  industry  average  in 
1990  of  0.38  percent. 

National  banks  set  aside  $7.3  billion  for  bad  debts  in 
the  fourth  quarter,  the  highest  of  the  year,  but  slightly 
below  the  $7.7  billion  set  aside  in  the  fourth  quarter  of 
1989.  For  1990  as  a  whole,  loan  loss  provisions  were 
$20.8  billion,  or  $2.6  billion  above  the  $18.2  billion  in 
provisions  made  in  1 989.  Only  in  1 987  —  when  national 
banks  allocated  $24.5  billion  to  their  loss  reserves, 
largely  in  response  to  a  deterioration  in  the  quality  of 
loans  to  economically  troubled  less  developed  coun¬ 
tries  (LDCs)  —  have  full-year  provisions  for  loan  losses 
been  higher. 

The  relatively  high  loan  loss  provisions  in  the  fourth 
quarter  of  the  year  reflected  higher  loan  losses  and 
rising  levels  of  noncurrent  loans,  especially  at  banks 
with  more  than  $1  billion  in  total  assets.  In  the  aggre¬ 


gate,  national  banks  charged  off  $5.2  billion  in  loans 
last  quarter,  to  bring  their  net  loan  losses  for  1990  to 
$18.8  billion,  compared  to  $14  9  billion  in  1989.  Non- 
current  loans  —  loans  that  are  90  or  more  days  past 
due  and  nonaccrual  loans  —  increased  $4.3  billion  in 
the  fourth  quarter,  to  bring  them  to  $51.7  billion,  or 
$1 0.7  billion  higher  than  at  the  end  of  1 989  Banks  with 
more  than  $1  billion  in  total  assets  accounted  for  vir¬ 
tually  all  of  the  rise  in  loan  losses  and  noncurrent  loans 
in  1990. 

Real  estate  loans  accounted  for  nearly  80  percent  of 
the  rise  in  noncurrent  loans  in  the  fourth  quarter  of  the 
year  and  90  percent  of  the  rise  for  the  year  as  a  whole 
Noncurrent  real  estate  loans  ended  the  year  at  $25  2 
billion,  up  $3  4  billion  during  the  fourth  quarter  and  $9  4 
billion  during  the  year  In  addition,  other  real  estate 
owned  (OREO)  —  essentially  foreclosed  real  estate  — 
rose  $1  8  billion  in  the  fourth  quarter  to  $14  4  billion,  to 
bring  the  increase  for  the  year  to  $5  2  billion 

The  largest  increases  in  noncurrent  and  foreclosed  real 
estate  loans  during  1990  occurred  in  the  national 
banks  affiliated  with  seven  large  multinational  bank 
holding  companies  and  the  national  banks  located  in 
the  OCC’s  Northeastern  District.  Noncurrent  and  fore¬ 
closed  real  estate  loans  rose  $6.7  billion  (up  102  per¬ 
cent  to  $1 3.3  billion)  in  the  multinational  banks  and  $7.3 
billion  (up  136  percent  to  $12.7  billion)  in  the  North¬ 
eastern  District.  During  1990,  noncurrent  and  fore¬ 
closed  real  estate  loans  also  rose,  but  by  substantially 
smaller  amounts,  in  the  Southeastern,  Central,  Mid¬ 
western,  and  Western  districts. 

Noncurrent  and  foreclosed  real  estate  loans  fell  by  $3. 1 
billion,  to  $3.5  billion,  in  the  Southwestern  District, 
primarily  as  the  result  of  failed  bank  resolutions.  Still, 
noncurrent  and  foreclosed  real  estate  loans  amounted 
to  11.4  percent  of  all  real  estate  loans  held  by  South¬ 
western  District  national  banks  as  of  December  31, 
1990;  that  ratio  was  exceeded  only  in  the  Northeast, 
where  12.4  percent  of  all  national  bank  real  estate  loans 
were  noncurrent  or  foreclosed  at  year  end. 

With  increasing  concerns  about  asset  quality  and  a 
weakened  economy,  new  real  estate  lending  slowed, 
but  remained  positive,  in  the  fourth  quarter  of  1 990:  real 
estate  loans  increased  $3  6  billion  to  $501.4  billion 
Real  estate  loans  dropped  in  the  Northeast,  in  the 
Southwest,  and  in  the  multinational  banks.  For  the  year, 
real  estate  loans  grew  in  all  districts  except  the  South- 
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west,  but  the  aggregate  increase  of  $35.2  billion  was 
the  smallest  rise  since  1985 

As  real  estate  lending  slowed,  aggregate  loan  growth 
turned  negative  In  the  fourth  quarter,  total  loans  de¬ 
clined  $2  8  billion  to  $1 .283  trillion,  leaving  the  increase 
for  the  year  at  just  $3.3  billion,  a  growth  rate  of  less  than 
0.3  percent.  In  the  Northeast,  the  region  hardest  hit  by  a 
weakened  economy  and  declining  real  estate  prices, 
total  loans  dropped  by  $5.7  billion  in  the  fourth  quarter 
and  by  $17.7  billion  during  the  year. 


Despite  loan  quality  and  other  difficulties,  national 
banks  managed  to  strengthen  their  capital  positions  in 
1990  At  year  end.  their  aggregate  ratio  of  equity  to 
assets  stood  at  6  05  percent,  up  30  basis  points  com¬ 
pared  to  year  end  1989  Higher  capital  ratios  were 
common  to  large  and  small  banks  alike,  although  large 
banks  still  have  the  smaller  capital  cushion 
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Aggregate  Performance  Statistics  for  National  Banks,  1985-1990 

(Data  through  December  31,  1990) 


1985 

1986 

1987 

1988 

1989 

1990 

Industry  Structure 

Number  of  Banks  . 

4,933 

4.851 

4,603 

4,333 

4,164 

3,965 

Number  of  Banks  with  Losses  . 

971 

1,149 

1,018 

766 

639 

594 

Number  of  Failed  Banks  . 

30 

48 

61 

83 

111 

95 

Income  Statement  (SBillions) 

Year-To-Date 

Net  income . 

9  86 

952 

(0  28) 

1361 

1035 

7  40 

Net  Operating  Cash  Flow  . 

20  26 

21  04 

23  40 

24  04 

27  75 

27  63 

Net  Interest  Income  . 

53  79 

56  17 

58  95 

63  89 

66  89 

67  29 

Noninterest  Income . 

20  05 

22.79 

25  67 

27  65 

32  66 

34  67 

Noninterest  Expense  . 

50  28 

54  73 

58  48 

61  43 

66  04 

70  13 

Loan  Loss  Provision  . 

11.30 

14.02 

24  55 

10  93 

18.17 

2081 

Net  Loan  Loss  . 

857 

1036 

10  62 

12.41 

14  95 

18  80 

Fourth  Quarter 

Net  Income . 

209 

2.29 

1.05 

3  74 

005 

(002) 

Net  Operating  Cash  Flow  . 

563 

5  46 

6  55 

7  14 

7  58 

692 

Net  Interest  Income  . 

14  26 

14  34 

15.47 

17  94 

16  94 

17  09 

Noninterest  Income . 

559 

6.13 

7  53 

7  34 

9  06 

925 

Noninterest  Expense . 

13  55 

14  58 

15  76 

1643 

17  52 

18  75 

Loan  Loss  Provision  . 

366 

3.79 

5.49 

337 

7  69 

7  29 

Net  Loan  Loss  . 

3  04 

3  09 

3  88 

337 

633 

520 

Performance  Ratios  (%) 

Year-To-Date 

Return  on  Equity  . 

10.72 

9  73 

(0  28) 

13.16 

936 

6  41 

Return  on  Assets . 

0  63 

0  57 

(002) 

0  76 

054 

0  38 

Net  Interest  Income  to  Assets  . 

3  45 

3  38 

341 

356 

352 

3  47 

Loss  Provision  to  Assets  . 

0  72 

0  84 

1  42 

0  61 

095 

1  07 

Noninterest  Income  to  Assets . 

1.29 

1.37 

1.49 

1  54 

1.72 

1  79 

Noninterest  Expense  to  Assets  . 

3  22 

3  29 

338 

3  42 

347 

361 

Real  Estate  Loans  to  Loans  . 

26.17 

28  48 

31  88 

34  14 

36  42 

39  08 

Noncurrent  Loans  to  Loans . 

2  76 

2  85 

3  75 

302 

3  20 

4  03 

Noncurrent  RE  Loans  to  RE  Loans  . 

2  34 

2  76 

3  14 

2  60 

3  40 

504 

Noncurrent  RE  Loans  +  OREO  to  RE  +  OREO 

3.77 

4  31 

4  79 

4  19 

528 

7  69 

Loss  Reserve  to  Loans  . 

1  43 

1.67 

2  87 

2  50 

2  53 

2  66 

Loss  Reserve  to  Noncurrent  Loans . 

51.96 

58  69 

76  58 

82  72 

7895 

66  02 

Net  Loan  Loss  to  Loans . 

088 

1  01 

098 

1  08 

1  21 

1.50 

Loss  Provision  to  Net  Loan  Loss  . 

131.74 

135  34 

231  23 

88  05 

121  48 

110.71 

Equity  Capital  to  Assets . 

5  90 

5  87 

564 

586 

5.75 

605 

Primary  Capital  to  Assets  +  Reserves . 

6  96 

7  07 

7  57 

7  58 

7  48 

7.84 

Industry  and  Financial  Analysis 
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Aggregate  Condition  Statistics  for  National  Banks,  1985-1990 

(Data  through  December  31,  1990) 


1985 

1986 

1987 

1988 

1989 

1990 

Balance  Sheet  (SBillions) 

Total  Assets 

1,629  92 

1,740  48 

1,769  92 

1,846  17 

1,975  97 

1 ,983  39 

Total  Deposits  . 

1,240.37 

1.320  53 

1,348  48 

1,415  09 

1 ,502  69 

1.555  51 

Total  Liabilities  . 

1,533.78 

1.638  18 

1,670  06 

1,737  94 

1,862  25 

1,863  47 

Volatile  Liabilities  . 

22597 

230  32 

264  16 

397  64 

443  70 

379  11 

Total  Loans . 

1,007.87 

1,082.51 

1,121.51 

1.194  12 

1,279  95 

1 ,283  30 

Real  Estate  Loans 

263  72 

308  32 

357  55 

407  63 

466  22 

501  45 

Commercial  &  Industrial  Loans  . 

36347 

375  51 

367  23 

375  58 

388  27 

385  20 

Loans  to  Individuals 

195  00 

208  92 

214  76 

233  89 

242  53 

237  70 

Noncurrent  Loans 

27.78 

30  82 

42  05 

36  05 

40  99 

51  66 

Noncurrent  Real  Estate  Loans 

6  18 

8  51 

11  22 

10  61 

1587 

25  25 

Other  Real  Estate  Owned 

3  91 

4  98 

6  19 

6  74 

921 

14  44 

Restructured  Loans 

000 

1  27 

1  40 

1.53 

1.35 

4  79 

Loan  Loss  Reserve . 

14  43 

18.09 

32  20 

29  82 

32  36 

34  11 

Equity  Capital . 

96  13 

102  23 

99  78 

108  15 

113  64 

11991 

Primary  Capital  . 

114  39 

124  33 

136  44 

142  29 

150  19 

158  07 

Balance  Sheet  Changes  (SBillions) 

Year-To-Date  Gains  (Losses) 

Assets  . 

132  75 

11056 

29  44 

76  26 

129  79 

7  42 

Loans  . 

79  93 

74  64 

39  01 

72  60 

85  84 

335 

Real  Estate  Loans  . 

32  22 

44  59 

49  23 

5007 

58  59 

35  24 

Loan  Loss  Reserve . 

2  79 

3  65 

14  12 

(238) 

254 

1  75 

Noncurrent  Loans  . 

(047) 

3  04 

11.24 

(6  00) 

4  94 

10  67 

Noncurrent  Real  Estate  Loans  . 

1.32 

2  33 

2.71 

(061) 

526 

938 

Other  Real  Estate  Owned  . 

0  58 

1  07 

1.21 

055 

247 

523 

Restructured  Loans  . 

000 

1.27 

0  13 

0.13 

(0  18) 

3  43 

Equity  Capital  . 

8.19 

6  10 

(2  45) 

8  38 

548 

628 

Primary  Capital  . 

12  08 

9  94 

12.11 

584 

790 

7  88 

Fourth  Quarter  Gains  (Losses) 

Assets  . 

66  80 

76  06 

44  37 

30  78 

54  86 

4  21 

Loans  . 

27  80 

41.33 

25  13 

22  67 

23  98 

(2  78) 

Real  Estate  Loans . 

9  59 

15  42 

12  93 

1035 

11  57 

(3  63) 

Loan  Loss  Reserve . 

066 

0  68 

1  69 

(2  30) 

1.69 

2.19 

Noncurrent  Loans  . 

(1  98) 

(0  91) 

(0  06) 

(5  75) 

000 

4  32 

Noncurrent  Real  Estate  Loans 

0  24 

0.15 

0  59 

(2  62) 

1  66 

338 

Other  Real  Estate  Owned 

0  04 

0  16 

0.19 

(1  38) 

1.22 

1  81 

Restructured  Loans  . 

0  00 

0  06 

(014) 

0  10 

(002) 

1  19 

Equity  Capita.' . 

1  78 

1.43 

(0  45) 

2  25 

(052) 

0.10 

Primary  Capital 

2  56 

2  24 

1  31 

(022) 

1  17 

2  19 

Industry  and  Financial  Analysis 
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Aggregate  Performance  Statistics  for  National  Banks  by  Region 
(Data  as  of  December  31,  1990) 


Northeastern 

Southeastern 

Central 

Midwestern 

Southwestern 

Western 

Multinational 

Total 

Industry  Structure 

Number  of  Banks  . 

445 

524 

801 

664 

938 

552 

41 

3,965 

Number  of  Banks  with  Losses  . 

92 

98 

41 

32 

201 

121 

9 

594 

Number  of  Failed  Banks  . 

5 

1 

2 

1 

76 

10 

0 

95 

Income  Statement  (SBillions) 

Year-To-Date 

Net  Income . 

(1  70) 

1.58 

229 

095 

0  48 

1.57 

223 

7  40 

Net  Operating  Cash  Flow  . 

520 

394 

4.19 

1.46 

1  45 

2  96 

843 

27  63 

Net  Interest  Income . 

1246 

9.75 

10  04 

3  77 

500 

7  68 

1859 

67  29 

Noninterest  Income . 

589 

356 

3  61 

1.62 

1.82 

3  19 

14  98 

34  67 

Noninterest  Expense  . 

13  22 

8  89 

8.74 

363 

522 

701 

2341 

70  13 

Loan  Loss  Provision  . 

702 

2  46 

1.89 

0.52 

1.05 

1.42 

6  46 

2081 

Net  Loan  Loss  . 

535 

1.59 

1.40 

050 

1.21 

1.15 

7  60 

18  80 

Fourth  Quarter 

Net  Income . 

(157) 

025 

052 

027 

000 

030 

0  21 

(002) 

Net  Operating  Cash  Flow  . 

1.02 

1.03 

1.18 

040 

035 

0  77 

2  17 

692 

Net  Interest  Income  . 

303 

246 

2  56 

097 

1.43 

1  95 

4  70 

17  09 

Noninterest  Income . 

1.56 

098 

096 

046 

035 

090 

4  05 

9.25 

Noninterest  Expense  . 

364 

235 

220 

097 

1.39 

1  88 

632 

18  75 

Loan  Loss  Provision  . 

265 

084 

066 

0.14 

038 

047 

2.15 

7  29 

Net  Loan  Loss  . 

1.64 

050 

052 

0.14 

0.37 

0.37 

1  66 

520 

Performance  Ratios  (%) 

Year-To-Date 

Return  on  Equity  . 

(8.14) 

909 

11.89 

1301 

543 

13  56 

736 

6  41 

Return  on  Assets . 

(0.45) 

061 

082 

086 

032 

091 

038 

0  38 

Net  Interest  Income  to  Assets  . 

3.27 

3.74 

3.58 

340 

339 

4  42 

3.16 

347 

Loss  Provision  to  Assets  . 

1.84 

094 

068 

047 

0.71 

081 

1.10 

1.07 

Noninterest  Income  to  Assets . 

1.55 

1.36 

1.29 

1  46 

1.23 

1.84 

255 

1.79 

Noninterest  Expense  to  Assets  . 

3.47 

3.41 

3.12 

328 

354 

4  04 

3  98 

361 

Real  Estate  Loans  to  Loans 

39  69 

4699 

3531 

34  86 

38  34 

44  96 

35  95 

39  08 

Noncurrent  Loans  to  Loans . 

592 

2.51 

2.19 

1.80 

367 

242 

526 

4.03 

Noncurrent  RE  Loans  to  RE  Loans  . 

898 

348 

226 

1.90 

5.27 

242 

593 

504 

Noncurrent  RE  +  OREO  to  RE  +  OREO  . 

12.36 

525 

362 

343 

11.42 

4  50 

8  75 

7  69 

Loss  Reserve  to  Loans  . 

3  71 

1.90 

1.67 

1.91 

3.12 

2.15 

2.97 

266 

Loss  Reserve  to  Noncurrent  Loans . 

62  61 

75.79 

76  56 

106  28 

85  24 

88  82 

5647 

66  02 

Net  Loan  Loss  to  Loans . 

2.17 

095 

081 

078 

1.61 

094 

1.87 

1.50 

Loss  Provision  to  Net  Loan  Loss  . 

131.17 

154.77 

134.77 

103  95 

86  83 

123  14 

84  98 

110.71 

Equity  Capital  to  Assets . 

542 

662 

6  89 

654 

624 

6  78 

540 

605 

Primary  Capital  to  Assets  +  Reserves . 

7.82 

786 

788 

7  69 

7  70 

8  46 

768 

7.84 
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Aggregate  Condition  Statistics  for  National  Banks  by  Region 

(Data  Through  December  31,  1990) 


Northeastern 

Southeastern 

Central 

Midwestern 

Southwestern 

Western 

Multinational 

Total 

Balance  Sheet  (SBillions) 

Total  Assets 

391  35 

274  00 

289  15 

117  45 

149.17 

180  32 

581  94 

1 ,983  39 

Total  Deposits 

311  68 

216  88 

227  20 

95  44 

127  21 

146  72 

430  38 

1,555  51 

Total  Liabilities . 

370  15 

255  87 

269  22 

109  76 

139  87 

168  09 

550  51 

1,863  47 

Volatile  Liabilities . 

78  77 

52  34 

57  28 

18  35 

26  58 

30  88 

114.91 

379  11 

Total  Loans 

248  68 

174  62 

180  71 

65  86 

75  42 

128  59 

409  42 

1,283  30 

Real  Estate  Loans 

98  71 

82  05 

63  82 

22  96 

28  91 

57  81 

147  19 

501  45 

Commercial  &  Industrial  Loans 

76  50 

40  76 

58  64 

18  88 

22  17 

35  72 

132  53 

385  20 

Loans  to  Individuals 

4221 

36  71 

39  58 

13.18 

13  77 

23  33 

7007 

238  86 

Noncurrent  Loans  . 

14  72 

4  38 

3  95 

1  18 

2  76 

3  11 

21  55 

51  66 

Noncurrent  Real  Estate  Loans 

8  86 

2  86 

1  44 

0  44 

1  52 

1  40 

8  73 

25  25 

Other  Real  Estate  Owned 

381 

1  53 

0  90 

036 

2  01 

1  26 

4.55 

14  44 

Restructured  Loans 

0  70 

0  10 

034 

0  13 

0  44 

0.19 

289 

4  79 

Loan  Loss  Reserve 

922 

332 

302 

1  26 

2  36 

2  76 

12  17 

34.11 

Equity  Capital 

21  20 

18  13 

1993 

7  68 

930 

12  23 

31  43 

11991 

Primary  Capital  . 

31  34 

21  80 

23  02 

9.13 

11  67 

15  49 

4563 

158  07 

Balance  Sheet  Changes  (SBillions) 

Year-To-Date  Gains  (Losses) 

Assets  . 

(862) 

9  12 

11  87 

11  09 

(5  44) 

9  86 

(2046) 

7  42 

Loans  . 

(1771) 

3  60 

12  67 

235 

(4  94) 

9  49 

(2  12) 

3  35 

Real  Estate  Loans . 

051 

5  26 

6  99 

324 

(2  40) 

953 

12.10 

35  24 

Loan  Loss  Reserve . 

1  74 

0  79 

057 

008 

(0  40) 

0  29 

(1  34) 

1.75 

Noncurrent  Loans 

6  15 

1  86 

1  33 

0  19 

(252) 

022 

3  44 

10  67 

Noncurrent  Real  Estate  Loans 

4  63 

1  39 

0  64 

0  14 

(1  50) 

(0  10) 

4  20 

938 

Other  Real  Estate  Owned 

2  66 

0  83 

0  44 

0  09 

(157) 

027 

251 

523 

Restructured  Loans  . 

0  49 

(0  04) 

0  13 

(0  03) 

0.11 

(001) 

2  79 

343 

Equity  Capital . 

(0  61) 

0  71 

1  04 

0  61 

1  90 

096 

1  66 

6  28 

Primary  Capital  . 

1  03 

1  50 

1  61 

0  69 

1  50 

1.25 

030 

7  88 

Fourth  Quarter  Gains  (Losses) 

Assets  . 

(2  88) 

565 

5  06 

10  75 

4  10 

5  65 

(24  12) 

4  21 

Loans  . 

(5  69) 

(0  13) 

1  81 

236 

1  84 

539 

(8  36) 

(2  78) 

Real  Estate  Loans . 

(2  17) 

025 

0  70 

1  47 

(0  17) 

5  02 

(1  46) 

3  63 

Loan  Loss  Reserve  . 

1  05 

033 

0  15 

0  06 

0  02 

0.12 

0  47 

2.19 

Noncurrent  Loans 

2.18 

0  57 

025 

008 

(024) 

0  01 

1.49 

4  32 

Noncurrent  Real  Estate  Loans  . 

1  71 

0  44 

0  18 

0.01 

(020) 

(005) 

1.28 

3  38 

Other  Real  Estate  Owned  . 

0  75 

036 

022 

003 

002 

0  01 

0  41 

1  81 

Restructured  Loans  . 

0  15 

001 

0  02 

0  00 

000 

0  00 

1.02 

1.19 

Equity  Capital 

(0  81) 

(0  15) 

(0  14) 

026 

(0  18) 

0  15 

096 

0  10 

Primary  Capital  . 

0  15 

0  17 

0  01 

0  32 

(0  15) 

0  27 

1  42 

2.19 
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Aggregate  Performance  Statistics  for  National  Banks  by  Asset  Size 
(Data  Through  December  31,  1990) 


Under  $300M 

$300$  IB 

$1B-$10B 

Over $10B 

Total 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

Industry  Structure 

Number  of  Banks  . 

3,652 

3,450 

288 

308 

192 

171 

32 

36 

4,164 

3,965 

Number  of  Banks  with  Losses 

577 

514 

28 

33 

26 

36 

8 

11 

639 

594 

Number  of  Failed  Banks  . 

99 

91 

9 

3 

3 

1 

0 

0 

111 

95 

Income  Statement  (SBillions) 

Year-To-Date 

Net  Income . 

1.96 

1.91 

117 

1  16 

343 

205 

380 

2  29 

1035 

7  40 

Net  Operating  Cash  Flow  . 

3.15 

308 

208 

2  30 

10.14 

1027 

1238 

11.98 

27.75 

27  63 

Net  Interest  Income  . 

10  20 

990 

564 

6  15 

24  49 

22  28 

26  56 

28  96 

66  89 

67  29 

Noninterest  Income . 

256 

2.52 

1.68 

1.97 

1001 

10  27 

1842 

1991 

32  66 

34  67 

Noninterest  Expense  . 

8  72 

8  54 

4  77 

5  35 

22  76 

21  60 

29  79 

34  64 

66  04 

70  13 

Loan  Loss  Provision  . 

1  26 

1.22 

092 

1.16 

683 

836 

9  16 

10  07 

18.17 

2081 

Net  Loan  Loss  . 

1.06 

099 

0  75 

094 

4  89 

5  73 

825 

1114 

14  95 

18  80 

Fourth  Quarter 

Net  Income . 

0.34 

033 

035 

029 

(045) 

(052) 

(018) 

(0  12) 

005 

(002) 

Net  Operating  Cash  Flow  . 

068 

0  69 

059 

066 

235 

1.89 

3  96 

369 

758 

692 

Net  Interest  Income  . 

241 

233 

1  41 

1  60 

620 

4  61 

6  91 

856 

1694 

17  09 

Noninterest  Income . 

062 

060 

043 

066 

264 

1.26 

537 

6  73 

906 

925 

Noninterest  Expense  . 

2.18 

209 

1.16 

1.46 

6  19 

4  29 

800 

1091 

17  52 

18  75 

Loan  Loss  Provision  . 

036 

038 

0  24 

0  38 

284 

2  46 

4  24 

4  07 

7  69 

729 

Net  Loan  Loss  . 

034 

034 

023 

033 

1.69 

1.22 

4  06 

331 

633 

520 

Performance  Ratios  (%) 

Year-To-Date 

Return  on  Equity  . 

927 

899 

1263 

11  54 

926 

5  43 

8  80 

4  91 

936 

6  41 

Return  on  Assets . 

0  75 

0.74 

082 

0  80 

055 

0.32 

0  44 

025 

054 

038 

Net  Interest  Income  to  Assets  . 

392 

3.84 

397 

4  25 

390 

351 

304 

320 

352 

3  47 

Loss  Provision  to  Assets  . 

048 

0  47 

065 

080 

1.09 

1.32 

1.05 

1  11 

095 

1.07 

Noninterest  Income  to  Assets . 

098 

098 

1.18 

1.36 

1.59 

1.62 

2  11 

2.20 

1  72 

1.79 

Noninterest  Expense  to  Assets  . 

3.35 

331 

336 

3  70 

362 

340 

342 

3  83 

3  47 

361 

Real  Estate  Loans  to  Loans  . 

48  36 

5031 

42  70 

4530 

35  69 

37  69 

33  10 

36  52 

36  42 

39  08 

Noncurrent  Loans  to  Loans . 

205 

206 

1.96 

2.12 

242 

3  58 

4  27 

5  02 

320 

403 

Noncurrent  RE  Loans  to  RE  Loans  . 

1.85 

1.86 

225 

243 

363 

533 

4.01 

6  30 

340 

504 

Noncurrent  RE  +  OREO  Loans  to  RE  +  OREO 

4  17 

4  00 

3.98 

4  48 

5  41 

8  44 

583 

893 

528 

769 

Loss  Reserve  to  Loans 

1.67 

1.71 

1  73 

1.84 

2.11 

268 

3.18 

298 

2  53 

2  66 

Loss  Reserve  to  Noncurrent  Loans . 

81  46 

83  15 

88  22 

87  01 

87  56 

74  86 

74  29 

59  29 

78  95 

66  02 

Net  Loan  Loss  to  Loans . 

0  73 

069 

083 

1.02 

1.16 

1.38 

1  43 

1.84 

1.21 

1  50 

Loss  Provision  to  Net  Loan  Loss  . 

118  72 

124.11 

12202 

123  53 

139  66 

14586 

111  00 

90  35 

121  48 

110  71 

Equity  Capital  to  Assets . 

802 

8  19 

6  74 

7  04 

5  76 

595 

4  93 

537 

5  75 

605 

Primary  Capital  to  Assets  +  Reserves . 

888 

905 

781 

8  15 

7  17 

7  62 

7  26 

7  60 

7  48 

7  84 
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Aggregate  Condition  Statistics  for  National  Banks  by  Asset  Size 

(Data  Through  December  31,  1990) 


Under $300M 

$300-$  IB 

$1B-$10B 

Over $10B 

Total 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

Balance  Sheet  (SBillions) 

Total  Assets 

258.74 

253  90 

145  67 

159  81 

66949 

609  75 

902  06 

959  94 

1.975  97 

1,983  39 

Total  Deposits 

229  46 

224  78 

121.23 

133  36 

502  12 

47862 

649  87 

718  74 

1,502  69 

1,555  51 

Total  Liabilities  . 

238  00 

233  11 

135  85 

148  55 

630  84 

57344 

857  56 

908  36 

1,862.25 

1,863.47 

Volatile  Liabilities 

31  55 

29  50 

25  45 

25  65 

162  89 

12394 

223  80 

200  02 

443.70 

379.11 

Total  Loans 

143  86 

139  62 

93.74 

101  41 

449.46 

394  48 

592  89 

647.78 

1,279  95 

1 ,283  30 

Real  Estate  Loans . 

69  57 

7025 

40  02 

45  94 

160  39 

148  69 

196  23 

236  58 

46622 

501.45 

Commercial  &  Industrial  Loans 

31  03 

28.63 

21.92 

22.46 

124.00 

110  98 

211  32 

223  13 

38827 

38520 

Loans  to  Individuals  . 

30.76 

28  60 

24  49 

25  30 

115  56 

94.24 

81.21 

90  72 

252  03 

238  86 

Noncurrent  Loans 

295 

2  87 

1  84 

2  15 

1086 

14  12 

25  35 

32  35 

40  99 

51.66 

Noncurrent  Real  Estate  Loans  . 

1.29 

1.31 

090 

1.12 

582 

792 

7  86 

14.91 

1587 

25.25 

Other  Real  Estate  Owned  . 

1  68 

1.56 

0  72 

0  98 

302 

506 

380 

683 

9  21 

14  44 

Restructured  Loans 

057 

0  47 

0  16 

0  14 

039 

0  61 

023 

357 

1.35 

4.79 

Loan  Loss  Reserve 

2  40 

2  39 

1.62 

1.87 

950 

10  57 

18  83 

19  28 

32  36 

34  11 

Equity  Capital . 

20  75 

20.78 

9  82 

11.25 

3857 

36  30 

44.50 

51.57 

113  64 

11991 

Primary  Capital  . 

23.19 

23.19 

11.50 

13.17 

48  68 

47  28 

66  82 

74.43 

150.19 

158  07 

Balance  Sheet  Changes  (SBillions) 

Year-To-Date  Gains  (Losses) 

Assets  . 

(2  54) 

(485) 

353 

14  14 

60.16 

(59.74) 

68  64 

57.87 

129.79 

7  42 

Loans  . 

(1  04) 

(4.24) 

2  54 

7  67 

41.84 

(54  97) 

42.50 

54.88 

85  84 

335 

Real  Estate  Loans . 

2  04 

0  68 

2  23 

5  91 

20  84 

(1171) 

3348 

40  35 

58  59 

3524 

Loan  Loss  Reserve . 

(0  11) 

(001) 

007 

024 

1.82 

1  06 

0  76 

045 

2  54 

1.75 

Noncurrent  Loans  . 

(0  33) 

(008) 

(0  01) 

030 

223 

326 

305 

7.18 

4.94 

1067 

Noncurrent  Real  Estate  Loans  . 

(0  16) 

002 

(007) 

021 

1.94 

2.10 

355 

705 

5  26 

938 

Other  Real  Estate  Owned  . 

(0  20) 

(0  12) 

(0  04) 

026 

0  83 

205 

1  89 

303 

2  47 

5.23 

Restructured  Loans  . 

(0  06) 

(0  10) 

(003) 

(0  02) 

002 

022 

(010) 

3  34 

(0  18) 

343 

Equity  Capital . 

0  29 

0  04 

067 

1  43 

2  48 

(2  27) 

2  04 

708 

5  48 

628 

Primary  Capital  . 

0  20 

000 

0  75 

1.67 

4  33 

(1  41) 

262 

761 

790 

7  88 

Fourth  Quarter  Gains  (Losses) 

Assets  . 

2.19 

(002) 

2  43 

4  69 

23  87 

(14  91) 

2637 

14  44 

54.86 

4  21 

Loans  . 

(081) 

(253) 

0  65 

2.15 

10  06 

(20  93) 

14.09 

18  54 

23.98 

(2  78) 

Real  Estate  Loans . 

0.19 

(0  74) 

0  10 

0.70 

4  09 

(554) 

7  20 

921 

11.57 

363 

Loan  Loss  Reserve . 

(0  03) 

(0  01) 

001 

002 

1.21 

064 

050 

1.54 

1  69 

2.19 

Noncurrent  Loans  . 

(0  28) 

(009) 

(021) 

(009) 

069 

098 

(0  21) 

352 

000 

4  32 

Noncurrent  Real  Estate  Loans  . 

(007) 

002 

(0  16) 

(005) 

0.75 

094 

1  15 

247 

1.66 

338 

Other  Real  Estate  Owned  . 

(002) 

004 

000 

0.10 

054 

089 

0  70 

0  78 

1.22 

1.81 

Restructured  Loans  . 

(001) 

(0  01) 

(0  01) 

(0  01) 

009 

003 

(009) 

1  18 

(002) 

1.19 

Equity  Cap'tal . 

(032) 

(0  41) 

0  08 

038 

(095) 

(260) 

066 

2.72 

(052) 

0.10 

Primary  Capital  . 

(0  35) 

(042) 

009 

040 

026 

(1  89) 

1  16 

4  10 

1.17 

2.19 
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Comptroller’s  Report  of  Operations  —  1990 


Comptroller 

The  Comptroller  examines  and  supervises  approxi¬ 
mately  4,000  federally  chartered  national  banks 
through  a  nationwide  staff  of  bank  examiners  and  other 
professional  and  support  personnel.  National  banks 
account  for  nearly  two-thirds  of  the  assets  of  the  com¬ 
mercial  banking  system.  Additionally,  the  Comptroller 
supervises  the  federally  licensed  branches  and  agen¬ 
cies  of  foreign  banks. 

The  Comptroller  receives  advice  on  policy  issues  from 
a  policy  group  consisting  of  the  Senior  Deputy  Comp¬ 
troller  for  Bank  Supervision  Policy,  the  Senior  Deputy 
Comptroller  for  Bank  Supervision  Operations,  the 
Senior  Deputy  Comptroller  for  Legislative  and  Public 
Affairs,  the  Senior  Deputy  Comptroller  for  Corporate 
and  Economic  Programs,  the  Senior  Deputy  Comp¬ 
troller  for  Administration,  the  Chief  Counsel,  and  the 
Senior  Advisor  to  the  Comptroller. 

The  Comptroller’s  personal  staff  direct,  coordinate, 
and  manage  the  day-to-day  operations  of  his  office  and 
advise  him  on  policy  formulation  and  management 
decisions.  The  staff  also  oversee  projects  of  special 
interest  to  the  Comptroller.  The  Executive  Assistant 
acts  on  the  Comptroller’s  behalf  to  carry  out  policies 
and  directions  and  serves  as  liaison  with  staff  of  the 
Office  of  the  Comptroller  of  the  Currency  (OCC)  and 
other  agencies. 


Senior  Deputy  Comptroller  for  Bank 
Supervision  Policy 

The  Senior  Deputy  Comptroller  for  Bank  Supervision 
Policy  formulates,  implements,  and  monitors  examina¬ 
tion  and  compliance  policies  and  procedures  and 
conducts  analyses  of  international  banking  issues. 
These  responsibilities  are  conducted  in  the  offices  of 
the  Chief  National  Bank  Examiner,  the  Deputy  Comp¬ 
troller  for  Compliance  Management,  and  the  Deputy 
Comptroller  for  International  Banking  and  Finance.  The 
Senior  Deputy  Comptroller  for  Bank  Supervision  Policy 
also  coordinates  OCC  participation  in  Federal  Finan¬ 
cial  Institutions  Examination  Council  (FFIEC)  activities 
and  its  task  forces,  coordinates  accounting  and  re¬ 
porting  issues,  represents  the  OCC  in  its  relationships 
with  the  international  financial  community,  and  assures 
that  compliance  is  an  integral  part  of  OCC’s  examina¬ 
tion  of  national  banks. 


Senior  Deputy  Comptroller  for  Bank 
Supervision  Operations 

The  Senior  Deputy  Comptroller  for  Bank  Supervision 
Operations  oversees  the  six  district  offices,  the  Multi¬ 
national  Banking  Department,  and  the  Special  Supervi¬ 
sion  Division.  The  Senior  Deputy  formulates  and  im¬ 
plements  a  broad  range  of  policies  relating  to  the 
effectiveness  of  OCC’s  district  offices  and  the  Multi¬ 
national  Banking  Program.  Specific  responsibilities  in¬ 
clude  directing  programs  for  the  examination  and  regu¬ 
lation  of  national  banks  to  promote  the  continuing  exis¬ 
tence  of  a  solvent  and  competitive  national  banking 
system.  The  Senior  Deputy  Comptroller  for  Bank  Super¬ 
vision  Operations  is  also  responsible  for  directing  the 
examination,  supervision,  and  analysis  of  multinational 
and  regional  banks  including  international  banking 
activities. 

Senior  Deputy  Comptroller  for  Legislative 
and  Public  Affairs 

The  Senior  Deputy  Comptroller  for  Legislative  and 
Public  Affairs  provides  information  to  and  works  with 
others  outside  the  OCC  to  further  the  agency's  goals. 
The  department  is  responsible  for  external  relations 
with  Congress,  the  news  media,  banks  and  banking 
organizations,  bank  customers,  and  nonbank  financial 
industry  and  consumer  groups.  The  Senior  Deputy 
Comptroller  for  Legislative  and  Public  Affairs  super¬ 
vises  the  Banking  Relations,  Communications,  Cus¬ 
tomer  and  Industry  Affairs,  and  Congressional  Liaison 
divisions. 

Senior  Deputy  Comptroller  for  Corporate 
and  Economic  Programs 

The  Senior  Deputy  Comptroller  for  Corporate  and 
Economic  Programs  advises  the  Comptroller  on  policy 
matters,  develops  and  implements  programs  related  to 
corporate  activities  and  strategic  planning,  and  con¬ 
ducts  economic  research  and  financial  analyses.  The 
Senior  Deputy  Comptroller  is  the  primary  decision 
maker  responsible  for  national  bank  applications,  in¬ 
cluding  charters,  mergers,  branches,  and  operating 
subsidiaries.  The  Deputy  Comptroller  for  Bank  Organ¬ 
ization  and  Structure  and  the  Deputy  Comptroller  for 
Economic  Analysis  and  Strategic  Planning  are  super¬ 
vised  by  the  Senior  Deputy  Comptroller  for  Corporate 
and  Economic  Programs. 
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Chief  Counsel 

The  Chief  Counsel  advises  the  Comptroller  on  legal 
matters  arising  from  the  administration  of  laws,  rulings, 
and  regulations  governing  national  banks.  The  Chief 
Counsel  directs  all  legal  functions  in  and  for  the  OCC. 
These  duties  involve  writing  and  interpreting  legis¬ 
lation,  responding  to  requests  for  interpretations  of 
statutes,  regulations,  and  rulings  defending  the  Comp¬ 
troller’s  actions  challenged  in  administrative  and  ju¬ 
dicial  proceedings,  supporting  the  bank  supervisory 
efforts  of  the  office,  and  representing  the  OCC  in  all 
legal  matters.  Those  responsibilities  are  carried  out 
through  the  supervision  of  the  Enforcement  and  Com¬ 
pliance,  Legal  Advisory  Services,  Litigation,  Securities 
and  Corporate  Practices,  and  Legislative  and  Regu¬ 
latory  Analysis  divisions,  and  an  organization  of  coun¬ 
sels  in  OCC’s  six  districts. 

Senior  Deputy  Comptroller  for 
Administration 

The  Senior  Deputy  Comptroller  for  Administration  is 
responsible  for  the  efficient  and  effective  admin¬ 
istrative  functioning  of  the  OCC.  Through  the  Deputy 
Comptroller  for  Resource  Mnagement,  the  Senior 
Deputy  supervises  the  Human  Resources,  Training 
and  Development,  Administrative  Services,  and  Equal 


Employment  Programs  divisions.  Through  the  Deputy 
Comptroller  for  Systems  and  Financial  Management, 
the  Senior  Deputy  supervises  the  Applications  De¬ 
velopment,  User  Support,  Systems  Support,  Financial 
Management,  and  Financial  Review  and  Systems 
Management  divisions,  as  well  as  the  MIS  Coordination 
unit.  Through  the  Deputy  Comptroller  for  Supervisory 
Systems,  the  Senior  Deputy  supervises  the  Supervi¬ 
sory  Information,  Supervisory  Research,  and  Quality 
Improvement  divisions.  The  Management  Improve¬ 
ment  Division  is  supervised  directly  by  the  Senior 
Deputy.  District  administrative  functions  are  provided 
with  staff  assistance  and  guidance  by  Washington 
office  units. 

Senior  Advisor  to  the  Comptroller 

The  senior  advisor  to  the  Comptroller  provides  the 
Comptroller  with  advice  and  assistance  on  a  wide 
range  of  banking  matters  including  the  long-range 
implications  of  new  developments  and  trends  in  the 
banking  and  financial  industry.  Among  other  issues, 
the  Senior  Advisor  advises  the  Comptroller  on  issues 
involving  Federal  Deposit  Insurance  Corporation 
(FDIC)  and  Resolution  Trust  Corporation  (RTC)  re¬ 
structuring  transactions  and  also  represents  the 
Comptroller  at  key  business  and  industry  leader 
meetings. 


Bank  Supervision  Policy 


Chief  National  Bank  Examiner 

The  Chief  National  Bank  Examiner’s  (CNBE)  office  is 
the  primary  vehicle  for  development  of  the  OCC’s  ex¬ 
amination  policy.  It  initiates  policies  dealing  with 
emerging  issues  and  manages  policy  changes  related 
to  bank  examinations.  The  CNBE  chairs  the  Supervi¬ 
sory  Policy  Committee  which  serves  as  a  forum  for 
development  of  this  policy. 

The  CNBE  identifies  issues  affecting  bank  examina¬ 
tions,  initiates  or  coordinates  the  development  of 
policies  and  regulations,  and  revises  existing  ones. 
Risk-based  capital,  legal  lending  limits,  real  estate 
appraisals,  the  Federal  Agricultural  Mortgage  Cor¬ 
poration  (Farmer  Mac),  payment  systems  risk,  divi¬ 
dends,  data  processing  contingency  planning,  classi¬ 
fied  securities,  asset  securitization,  bank  information 
systems  contracts,  capital  adequacy,  interest  rate  risk, 
and  Multi-district  Data  Processing  Servicers  are  exam¬ 
ples  of  some  of  the  issues  investigated  by  the  CNBE. 


In  1 990,  the  office  reorganized  and  assumed  additional 
responsibilities.  Two  assistant  chief  national  bank  ex¬ 
aminers  and  a  chief  accountant  now  manage  the  re¬ 
structured  office.  These  individuals  report  to  the  chief 
national  bank  examiner.  The  new  responsibilities  as¬ 
sumed  by  the  CNBE  include  investment  securities 
issues,  capital  markets,  interest  rate  risk,  and  highly 
leveraged  transactions.  The  CNBE  also  assumed  re¬ 
sponsibility  for  internal  training  programs  associated 
with  these  new  areas. 

The  chief  accountant  coordinates  accounting  and  re¬ 
porting  issues  with  internal  and  external  sources;  iden¬ 
tifies  emerging  accounting  issues  for  OCC  personnel 
and  responds  with  new  accounting  principles  when 
needed;  and  monitors  the  reporting  practices  man¬ 
dated  by  the  Securities  Exchange  Act  of  1934  for 
national  banks.  The  division  also  reviews  financial  in¬ 
formation  included  in  documents  filed  under  1 2  CFR  1 1 
and  12  CFR  16;  and  reviews  offering  circulars,  merger 
proxy  statements,  and  registration  statements  filed  by 
national  banks. 
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The  CNBE  updates  reference  documents  including  the 
Comptroller's  Handbook  for  National  Bank  Examiners, 
supervision  policy  issuances,  and  the  Bank  Supervi¬ 
sion  Policy  Guide.  In  1990,  the  chief  accountant  also 
issued  the  first  edition  of  the  Bank  Accounting  Advisory 
Series  (BAAS).  The  BAAS,  which  will  be  updated  quar¬ 
terly,  presents  the  staff's  views  on  a  variety  of  account¬ 
ing  topics  ranging  from  business  combinations  to  re¬ 
lated  party  transactions. 

The  office  coordinates  OCC  participation  in  FFIEC 
activities  and  its  task  forces.  This  includes  briefing  the 
Comptroller  and  senior  management  on  FFIEC  issues. 
The  office  also  provides  support  for  the  Senior  Deputy 
Comptroller  for  Bank  Supervision  Policy,  who  is  a 
member  of  the  FFIEC  Task  Force  on  Supervision. 

The  CNBE  represents  the  OCC  on  the  FFIEC  Reports 
Task  Force  and  assisted  in  development  of  the  bank 
regulatory  response  to  investment  versus  trading 
issues;  helped  to  identify  criteria  to  distinguish  be¬ 
tween  securities  held  for  investment,  for  trading,  and 
for  sale;  and  worked  on  an  advisory  on  the  statement  of 
financial  accounting  standards  96,  "Accounting  for 
Income  Taxes.” 

The  CNBE,  through  close  cooperation  with  OCC  data 
users,  seeks  to  ensure  that  the  call  report  requires  the 
information  needed  for  effective  supervision  of  national 
banks.  The  office  also  represents  the  OCC  on  the 
FFIEC  EDP  Examination  Subcommittee.  It  maintains 
the  FFIEC  EDP  Examination  Handbook,  coordinates 
major  policy  development,  and  assures  information 
systems  training  for  examiners.  The  CNBE  is  respon¬ 
sible  for  OCC's  role  in  the  Multi-District  Data  Pro¬ 
cessing  Servicers  (MDPS)  project.  MDPS  is  an  inter¬ 
agency  effort  to  supervise  the  largest  data  processing 
vendors  who  provide  services  to  financial  institutions. 

The  CNBE  administers  two  formal  training  programs, 
investment  securities  and  data  processing/information 
systems  training.  The  first  program  produces  a  corps  of 
examiners  capable  of  examining  the  largest  and  most 
complex  investment  operations  of  national  banks  while 
the  latter  provides  advanced  training  to  examiners 
stationed  in  multinational  and  regional  banks  and 
MDPS  data  centers. 

In  1990,  the  CNBE  supplied  instructors  for  the  OCC’s 
internal  training  seminars,  hosted  the  third  annual  ac¬ 
counting  workshop,  and  maintained  the  technical  con¬ 
tent  of  selected  courses.  In  addition,  the  CNBE  pro¬ 
vided  instructors  for  FFIEC  courses  and  helped  organ¬ 
ize  FFIEC  EDP  technology  conferences  and  symposia. 

The  CNBE  assists  other  financial  and  accounting  regu¬ 
lators  and  works  closely  with  the  American  Bankers 
Association,  the  Independent  Bankers  Association  of 


America,  and  the  American  Institute  of  Certified  Public 
Accountants.  The  office  provides  data  and  text  for 
speeches  and  congressional  testimony  and  also  fre¬ 
quently  provides  speakers  and  participants  on  panels 
at  banking  and  accounting  industry  conferences.  The 
chief  accountant's  staff  participated  in  several  task 
force  groups  of  the  Financial  Accounting  Standards 
Board,  including  the  task  force  on  financial  instruments 
and  the  use  of  interest  methods. 

Some  of  the  projects  the  CNBE  continues  work  on 
include:  private  placements,  purchase  mortgage  ser¬ 
vicing  rights,  risk-based  capital,  interest  rate  risk,  in¬ 
sider  activities,  home  equity  lending,  nonaccrual 
issues,  lending  limits,  market  value  accounting,  ac¬ 
counting  for  in-substance  foreclosures,  thrift  ac¬ 
quisitions,  mortgage  banking,  mergers  under  common 
control,  hedge  accounting,  and  interest  rate  swaps. 


Compliance  Management 

The  Compliance  Management  Department  is  respon¬ 
sible  for  assuring  that  the  banking  services  provided  by 
national  banks  are  consistent  with  legal  and  ethical 
standards  of  fairness  and  corporate  citizenship.  This  is 
done  by  encouraging  banks  to  establish  effective 
compliance  management  systems  and  by  emphasiz¬ 
ing  that  it  is  bank  management’s  responsibility  to  en¬ 
sure  that  those  systems  are  working. 

Early  in  1990,  the  OCC  restructured  the  department  to 
assure  that  compliance  is  an  integral  part  of  OCC’s 
bank  supervision.  Compliance  management  now 
oversees  the  following  bank  compliance  areas:  fid¬ 
uciary  activities;  bank  securities  dealers;  Community 
Reinvestment  Act  (CRA)  performance;  data  pro¬ 
cessing  activities;  regulatory  reporting;  and  bank 
compliance  with  consumer  protection,  fair  lending,  and 
money  laundering  laws. 

In  1990,  the  department  worked  with  the  FFIEC  to 
develop  new  policies  and  examination  procedures  to 
implement  the  changes  to  the  Home  Mortgage  Dis¬ 
closure  (HMDA)  and  Community  Reinvestment  (CRA) 
acts  mandated  by  the  Financial  Institutions  Reform, 
Recovery  and  Enforcement  Act  of  1989  (FIRREA).  The 
staff  helped  train  examiners  from  all  of  the  financial 
regulatory  agencies  in  the  new  requirements  for  CRA 
performance  evaluations  and  helped  revise  the  inter¬ 
agency  CRA  rating  system.  It  helped  establish  a  net¬ 
work  of  CRA  contacts  in  each  of  OCC’s  districts  and 
implemented  a  system  to  provide  the  public  access  to 
the  CRA  Performance  Evaluations.  The  department 
also  worked  on  development  of  a  microcomputer  pro¬ 
gram  to  allow  banks  to  electronically  file  HMDA  loan 
application  information. 
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The  Department  sponsored  an  Advanced  Consumer 
Seminar  for  65  national  bank  examiners.  Community 
group  leaders,  bankers,  and  representatives  from 
other  government  agencies  made  presentations  on 
consumer  compliance  and  community  reinvestment 
topics.  A  staff  member  from  the  Senate  Banking 
Committee  also  made  a  presentation  on  legislative 
concerns  and  potential  initiatives  in  the  consumer  and 
fair  lending  areas. 

Compliance  management  also  issued  over  21  bulle¬ 
tins,  circulars,  and  advisories  dealing  with  such  topics 
as  “Transfer  Agent  Referrals  to  the  SEC,"  “Application 
of  Securities  Laws  to  Common  Trust  Funds,”  "Amend¬ 
ments  to  the  Bank  Secrecy  Act,”  “The  National  Flood 
Insurance  Program,"  and  the  "Permanent  Funds  Avail¬ 
ability  Schedule.”  It  developed  examination  pro¬ 
cedures  on  revisions  to  the  Truth  in  Lending  Act  that 
require  new  disclosures  for  home  equity  lines  of  credit 
and  credit  cards. 

In  the  fiduciary  area,  the  department  developed  a 
prototype  examination  which  investigates  the  man¬ 
agement  of  overall  risk  exposures  in  fiduciary  depart¬ 
ments  rather  than  individual  trust  transactions.  Staff 
were  also  instrumental  in  designing  improvements  to 
the  processing  of  trust  call  reports,  thereby  allowing  for 
more  timely  submission  of  data. 

In  securities  compliance,  staff  oversee  bank  dealer 
departments  and  manage  a  system  to  assess  civil 
money  penalties  for  delinquent  or  inaccurate  call  re¬ 
ports.  Staff  also  made  significant  revisions  to  the  OCC's 
efforts  to  assure  compliance  with  the  Bank  Secrecy 
Act. 


International  Banking  and  Finance 

The  International  Banking  and  Finance  Department 
(IB&F)  provides  policy  advice  and  analysis  on  inter¬ 
national  banking  issues,  collects  global  financial  infor¬ 
mation,  and  performs  technical  analysis  of  international 
banking  developments.  IB&F  also  evaluates  cross- 
border  lending  risk  and  is  the  point  of  contact  for  OCC's 
relationships  with  the  international  financial 
community. 

IB&F  represents  the  OCC  on  interagency  projects  af¬ 
fecting  international  bank  supervisory  policy  and  regu¬ 
lation.  In  1990,  this  representation  included: 

•  work  on  the  Department  of  Treasury’s  National 
Treatment  Study,  in  which  a  staff  member  of  the 
department  served  as  the  study's  banking 
director, 


•  participation  in  the  General  Agreement  on  Tariff 
and  Trade  (GATT)  financial  services  negotia¬ 
tions; 

•  assistance  in  formulating  financial  and  banking 
policy  for  Eastern  Europe  and; 

•  advice  on  banking  initiatives  relating  to  the  eco¬ 
nomic  integration  of  Europe  in  1992,  offshore 
money  laundering,  and  trade  finance  policies. 


IB&F  also  provides  policy  research  and  support  to 
OCC's  senior  management  on  issues  in  international 
banking  supervision.  It  prepares  studies,  reports, 
analyses,  and  policy  proposals  on  international  finan¬ 
cial  market  and  regulatory  issues  and  provides  support 
to  OCC  examiners  and  other  staff  engaged  in  the 
international  bank  examinations.  In  conjunction  with 
other  OCC  units,  IB&F  provides  analytic  support  and 
internal  coordination  for  international  bank  regulatory 
harmonization  activities  such  as  OCC  participation  in 
the  Basle  Committee  on  Banking  Supervision. 

IB&F  works  closely  with  OCC’s  Economic  Analysis  and 
Strategic  Planning  Department,  Multinational  Banking 
Department,  Law  Department,  and  the  Chief  National 
Bank  Examiner’s  Office  to  originate  or  contribute  to 
policy  development  relating  to  international  banking 
matters.  For  example,  IB&F  is  currently  participating  in 
projects  relating  to  trade  finance,  debt/equity  ex¬ 
changes,  reserves  against  LDC  debt,  and  debt 
restructurings. 

In  the  area  of  global  financial  information,  IB&F  reviews 
the  international  activities  of  national  banks  as  a  group, 
analyzes  the  global  banking  and  financial  environment 
in  which  they  operate,  and  maintains  current  informa¬ 
tion  on  foreign  supervisory  systems  and  organizations. 
It  also  tracks  the  activities  of  foreign  banks  in  the  United 
States. 

IB&F  conducts  research  and  develops  information  on 
banking,  financial,  and  supervisory  systems  in  the 
major  countries  of  the  world  as  well  as  on  selected 
foreign  bank  activity.  Information  on  major  geographic 
sectors  is  maintained  in  a  database  readily  accessible 
to  all  OCC  managers  and  national  bank  examiners. 

IB&F  also  evaluates  risk  in  international  lending.  IB&F  is 
involved  in  the  classification  of  transfer  risk  associated 
with  exposures  to  countries  experiencing  difficulty  ser¬ 
vicing  their  external  debt,  primarily  through  its  repre¬ 
sentation  on  the  Interagency  Country  Exposure  Review 
Committee  (ICERC),  which  meets  three  times  each 
year  to  evaluate  transfer  risk  exposure  Through  IB&F, 
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the  OCC  holds  the  position  of  permanent  ICERC  Sec¬ 
retariat  and  rotates  as  Chairman  of  ICERC  every  third 
year.  ICERC  establishes  credit  categorizations  and, 
when  necessary,  mandates  reserve  levels  for  ex¬ 
posures  to  approximately  80  developed,  developing, 
and  newly  industrialized  countries.  Its  credit  deter¬ 
minations  are  communicated  to  all  U.S.  banks  en¬ 
gaged  in  cross-border  lending  activity. 

IB&F  staff  members  meet  frequently  with  foreign  super¬ 
visory  authorities,  international  bankers,  representa¬ 


tives  of  the  Treasury  Department,  other  U.S.  financial 
agencies,  international  financial  institutions  (IFIs),  and 
other  financial  organizations  and  industry  trade 
groups.  IB&F  coordinates  requests  to  the  OCC  for 
information  or  technical  assistance,  in  particular  from 
foreign  supervisory  organizations.  IB&F  also  helps 
prepare  congressional  testimony  on  international 
issues,  furnishes  staff  for  domestic  and  foreign  semi¬ 
nars  and  conferences,  participates  in  overseas  mis¬ 
sions  with  IFIs,  and  assists  in  OCC  overseas  examina¬ 
tions  of  national  banks. 


Bank  Supervision  Operations 


Multinational  Banking 

The  Multinational  Banking  Department,  established  in 
1979,  is  responsible  for  the  direct  supervision  of  all 
national  banks  owned  directly  by  the  following  compa¬ 
nies:  BankAmerica  Corporation,  Bank  of  Boston  Cor¬ 
poration,  Chase  Manhattan  Corporation,  Citicorp,  First 
Chicago  Corporation,  NCNB  Corporation,  and  Security 
Pacific  Corporation.  The  department  is  also  respon¬ 
sible  for  international  examining  activities,  and  sup¬ 
ports  the  regional  bank  and  federal  branch  supervisory 
programs  of  OCC's  district  offices. 

Ongoing  supervisory  activities  include  examining 
multinational  banks’  global  operations,  meeting  with 
industry  executives,  and  monitoring  capital  levels  and 
other  examination  mandates.  As  of  September  30, 
1 990,  the  national  bank  subsidiaries  of  the  seven  multi¬ 
national  institutions  held  assets  of  $608  billion,  repre¬ 
senting  31  percent  of  the  entire  national  banking 
system.  The  importance  of  the  multinational  insti¬ 
tutions,  aside  form  size,  is  reflected  in  their  worldwide 
operations,  key  role  in  the  domestic  economy,  and 
leadership  in  the  evolving  global  financial  services 
marketplace. 

The  Multinational  Banking  Department  is  responsible 
for  evaluating  the  condition  and  performance  of  the 
multinational  institutions,  formulating  and  implement¬ 
ing  examination  strategies,  and  making  decisions  and 
recommendations  on  corporate  and  licensing  appli¬ 
cations.  Additional  functions  include  administering  the 
Shared  National  Credits  program,  supporting  regional 
bank  and  federal  branch  programs  in  the  six  districts, 
and  administering  the  OCC’s  international  examination 
efforts.  The  division  also  works  closely  with  the  FDIC 
and  the  Federal  Reserve  Board  to  coordinate  major 
interagency  examination  efforts.  The  division  consists 
of  both  Washington  staff  and  a  group  of  field  examiners 


based  in  Boston,  Charlotte,  Chicago,  Dallas,  Los 
Angeles,  New  York,  San  Francisco,  and  London. 

The  department’s  examination  philosophy  is  ongoing 
and  anticipatory.  The  department’s  field  examiners  are 
permanently  stationed  in  each  multinational  lead  bank 
to  facilitate  communication  and  information  exchange, 
thus  enhancing  the  department’s  ability  to  promptly 
identify  and  respond  to  emerging  issues  and  risks. 
Washington-based  examiners  maintain  continuous 
dialogue  with  the  field  examiners  to  ensure  the  exami¬ 
nations  are  proceeding  as  planned  and  to  keep  OCC 
management  informed  of  significant  events  affecting 
the  assigned  institutions. 

Examination  strategies  are  developed  annually  for 
each  of  the  multinational  companies  and  revised  when 
necessary.  In  developing  strategies,  emphasis  is 
placed  on  evaluating  the  level  of  risk  in  a  specific 
institution  and  devising  a  plan  to  monitor  those  risks 
These  strategies  are  ongoing  and  relate  closely  to 
macroeconomic  factors  and  marketplace  develop¬ 
ments.  These  examination  strategies  have  been  en¬ 
hanced  by  improved  automated  systems,  communica¬ 
tions,  and  increased  contacts  with  market  participants 
and  analysts.  Resident  examiners  update  the  OCC's 
Supervisory  Monitory  System  quarterly  on  the  condition 
of  the  lead  bank. 

The  Multinational  Banking  Department's  Resident  Ex¬ 
aminer  Program  included  a  series  of  examinations 
targeted  at  specific  areas  of  identified  or  perceived 
risks  affecting  individual  multinational  companies  or 
the  multinational  banking  system  as  a  whole.  For  ex¬ 
ample,  recent  examination  efforts  were  directed 
toward  asset  quality  and  the  adequacy  of  the  allow¬ 
ance  for  loan  and  lease  losses;  highly  leveraged  trans¬ 
actions;  interest  rate  risk;  real  estate  lending,  funding 
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and  liquidity,  capital  markets,  trading,  foreign  ex¬ 
change,  and  treasury  activities;  business  expansion 
plans,  both  product  and  geographic;  financial  analy¬ 
sis,  and  control  functions  such  as  audit  loan  review  and 
management  information  systems.  Comprehensive 
compliance  examinations,  including  trust  and  EDP  ac¬ 
tivities,  are  generally  conducted  every  other  year  in 
each  multinational  company  utilizing  OCC’s  Com¬ 
pliance  Program  Examination  Procedures. 

The  Multinational  Banking  Department  also  decides  or 
recommends  action  on  all  corporate  applications  filed 
by  the  banks  under  its  supervision.  For  example,  in 
1990  the  department  reviewed  noteworthy  domestic 
corporate  applications  involving  new  powers  for  oper¬ 
ating  subsidiaries.  In  conjunction  with  the  Law  Depart¬ 
ment,  it  also  reviewed  the  first  proposals  by  national 
banks  to  act  as  liquidating  agents  for  the  Resolution 
Trust  Corporation  and  to  issue  financial  guarantees,  in 
the  form  of  standby  letters  of  credit,  for  corporate  and 
other  nongovernment  debt  obligations.  The  depart¬ 
ment  also  reviewed  numerous  acquisitions  of  thrifts, 
including  one  national  bank’s  purchase  and  assump¬ 
tion  of  a  multi-state  thrift’s  $6.3  billion  California 
operation. 

Under  the  Federal  Branch  Program,  the  department 
approved  two  Federal  branch  licenses  to  banks  with 
home  offices  in  Austria  and  Thailand.  Applications  from 
banks  located  in  Venezuela,  Brazil,  the  Peoples  Re¬ 
public  of  China,  and  Taiwan  are  currently  under  review. 
Finally,  the  department  completed  work  on  a  voluntary 
liquidation  by  a  Philippine  bank  while  work  continues 
on  another  voluntary  liquidation  involving  a  foreign 
bank. 


Special  Supervision 

The  Special  Supervision  Division  supervises  the  most 
critical  national  banks,  monitors  failing  banks,  and 


coordinates  bank  closings.  The  division  also  helps 
determine  policy  relating  to  the  examination  and  en¬ 
forcement  of  problem  banks.  In  1990,  for  example,  the 
division  played  a  key  role  implementing  the  OCC’s 
conservatorship  authority.  Special  Supervision  also 
initiated  and  developed  videotapes  relating  to  complex 
issues  such  as  insider  lending;  FIRREA;  risk-based 
capital;  and  real  estate.  These  videotapes  are  main¬ 
tained  in  district  and  field  offices  for  the  benefit  of 
examiners,  bankers,  and  bank  directors. 

The  division  also  provides  advice  on  problem  bank 
issues  to  district  offices  and  other  OCC  units  and 
researches  and  develops  examination  strategies  to 
enhance  OCC’s  relationships  with  problem  banks.  The 
division  strives  to  deal  with  each  bank  individually, 
employing  enforcement  and  administrative  tools  best 
suited  to  that  bank’s  needs. 

Special  Supervision  is  the  focal  point  for  managing 
most  critical  bank  situations  in  which  the  potential  for 
failure  is  high.  The  division  takes  an  anticipatory  ap¬ 
proach  to  resolving  critical  bank  situations  and  staff 
work  closely  with  other  bank  regulatory  agencies.  In 
1990,  the  division  organized  the  closing  of  95  national 
banks.  All  but  four  of  these  closings  involved  a  pur¬ 
chase  and  assumption  of  liabilities  or  a  transfer  of 
insured  deposits  to  other  institutions.  Another  example 
of  the  division’s  anticipatory  approach  is  its  “assisting 
troubled  banks"  (ATB)  program  to  help  under¬ 
capitalized  national  banks  locate  outside  sources  of 
capital  before  they  become  insolvent. 

In  1990,  Special  Supervision  identified  and  recom¬ 
mended  conservatorship  candidates;  recommended 
certain  modifications  in  conservatorship  plans,  goals 
and  objectives;  and  recommended  terminating  the 
conservatorship  when  appropriate.  The  OCC  placed 
three  banks  into  conservatorship  in  1990  in  order  to 
conserve  the  banks’  assets  for  the  benefit  of  its 
depositors. 


Legislative  and  Public  Affairs 


Banking  Relations 

The  Banking  Relations  Division  acts  as  liaison  with 
bankers,  state  bankers  associations,  banking  trade 
groups,  and  state  bank  supervisors. 

The  division  provides  advice  and  counsel  to  the  Comp¬ 
troller  and  senior  policymakers  and  is  responsible  for 
identifying  proposed  regulatory  and  industry  actions 
that  relate  to  OCC  activities  The  division  formulates 


specific  approaches  for  ensuring  that  OCC's  position  is 
presented  and  that  information  is  disseminated. 

The  division  recommends  new  policies,  concepts,  and 
procedures  to  guide  OCC  in  its  relationship  with  the 
banking  industry.  It  prepares  and  directs  the  prepara¬ 
tion  of  a  broad  variety  of  briefing  materials  for  use  in 
meetings  with  OCC  officials  and  banking  industry 
groups.  It  also  assists  with  the  preparation  of  testimony 
or  presentations  for  the  Comptroller  and  senior 
officials. 
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The  division  develops  and  maintains  state-by-state 
in-depth  analyses  of  all  banking  legislation  and  major 
issues,  including  existing,  proposed,  and  potential 
legislation. 

Communications 

The  Communications  Division  provides  information 
and  publications  services  for  an  internal  and  external 
audience.  Public  information  services  include  issuing 
press  releases,  responding  to  press  inquiries,  answer¬ 
ing  general  inquiries  about  the  agency’s  mission,  and 
handling  requests  filed  under  the  Freedom  of  Informa¬ 
tion  and  Privacy  acts.  Its  publication  services  include 
editing  and  producing  ongoing  OCC  publications  such 
as  the  Handbook  for  National  Bank  Examiners  and  the 
Quarterly  Journal,  and  editing  and  disseminating  OCC 
policy  materials  such  as  advisory  letters  and  banking 
issuances. 

The  Deputy  Comptroller  for  Communications,  as  liaison 
between  the  Comptroller  and  the  press,  explains  OCC 
initiatives  and  proposals,  organizes  press  briefings, 
and  responds  to  requests  from  the  press  for  interviews 
with  the  Comptroller  and  senior  management.  The 
division  serves  as  the  main  point  of  contact  for  out¬ 
siders,  other  than  banks,  and  projects  the  OCC's  mis¬ 
sion  and  activities  to  the  public,  particularly  the  news 
media.  The  division  takes  calls  from  the  news  media 
throughout  the  day  and  usually  provides  a  response 
the  same  day  to  meet  daily  press  deadlines.  In  1990, 
for  example,  the  Deputy  Comptroller  and  staff  re¬ 
sponded  to  questions  relating  to  the  credit  crunch,  the 
failure  of  the  Bank  of  New  England,  and  the  re¬ 
nomination  of  the  incumbent  Comptroller  of  the  Cur¬ 
rency.  Other  public  information  activities  performed  by 
the  division  include  preparing  news  releases  on  sig¬ 
nificant  OCC  actions,  disseminating  testimony  pre¬ 
sented  before  Congress  by  the  Comptroller  and  OCC 
staff,  and  preparing  speeches  given  by  the  Comp¬ 
troller  before  various  public  forums. 

The  division's  publications  staff  provide  editorial  and 
writing  services  to  other  OCC  units  and  interagency 
groups  and  work  with  outside  printers  to  publish  official 
OCC  publications.  In  1990,  the  staff  produced,  for 
example,  the  Handbook  for  Fiduciary  Activities,  the 
National  Treatment  Study,  Supervisions,  a  monthly 
newsletter,  the  Bank  Accounting  Advisory  Series,  and 
booklets  of  general  banking  interest  such  as  the  Agri¬ 
cultural  Loan  Underwriting  Study  and  Questions  and 
Answers  on  Interest  Rate  Risk  for  National  Bank  Man¬ 
agement.  In  1990,  the  division  also  provided  other 
policy  papers  to  national  bank  examiners  and  national 
banks  including  260  miscellaneous  memoranda,  13 
advisory  letters,  44  banking  bulletins,  and  11  trust 
bulletins. 


In  other  activities,  the  division  produced  a  videotape 
outlining  the  OCC’s  approach  to  evaluating  real  estate 
portfolios  entitled  "Facing  Reality:  The  OCC  Views  Real 
Estate”  and  added  an  automated  information  systems 
expert  to  electronically  supply  internal  information  such 
as  the  automated  policy  guide  system  and  electronic 
mail  and  bulletin  boards. 

Under  the  authority  delegated  by  the  Comptroller,  the 
division  makes  initial  determinations  on  requests  for 
records  of  the  OCC  under  the  Freedom  of  Information 
Act  and  the  Privacy  Act  of  1974.  In  1990,  the  division 
processed  3,032  requests.  These  requests  are  made 
for  any  and  all  documents  in  the  OCC’s  files;  response 
is  required  within  10  business  days. 

Customer  and  Industry  Affairs 

The  Customer  and  Industry  Affairs  Division  (C&IA) 
continued  to  improve  lines  of  communication  and  dia¬ 
logue  between  the  OCC  and  community,  consumer, 
small  business,  insurance,  and  real  estate  groups 
throughout  1990.  The  division  maintained  regular  con¬ 
tact  with  17  bank  customer  groups  representing  con¬ 
sumer,  community,  small  business,  and  government 
interests  and  provided  reports  on  issues  and  trends 
which  had  implications  for  national  banks  and  their 
customers  to  the  Comptroller  and  senior  management. 
The  Director  and  Associate  Director  for  Bank  Customer 
Development  were  speakers  or  panelists  at  seven 
bank  customer  group  conferences  and  forums 
throughout  the  year,  thereby  providing  the  OCC  with  an 
opportunity  to  provide  information  on  its  regulatory 
initiatives  and  to  respond  to  issues  of  interest  to  the 
members  of  these  organizations.  The  division  also 
continued  to  provide  technical  assistance  to  OCC  dis¬ 
trict  and  field  offices  in  their  ongoing  efforts  to  imple¬ 
ment  their  bank  customer  group  outreach  programs. 

C&IA  provided  national  banks  and  other  interested 
parties  information  on  issues  of  importance  to  bank 
customer  groups.  During  1990,  it  produced  Issues  and 
Bank  Initiatives  in  Low-  and  Moderate-Income  Housing 
and  Fair  Lending,  which  summarized  two  conferences 
for  bankers.  Held  in  late  1989,  these  conferences  pro¬ 
vided  a  forum  for  the  OCC  to  discuss  regulatory  issues 
affecting  bank  responses  to  community  housing  and 
fair  lending  needs  and  also  supplied  information  about 
innovative  programs  to  help  bankers  meet  these 
needs.  The  summary  was  provided  to  over  4,000  na¬ 
tional  banks,  national  and  state  bankers  associations, 
and  over  50  national  bank  customer  groups. 

The  division  also  produced  Basic  Banking  Services 
and  Government  Check  Cashing,  which  summarized  a 
roundtable  held  in  late  1989.  The  roundtable  brought 
together  bankers  and  OCC  policymakers  and  staff  to 
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discuss  basic  banking  and  government  check  cashing 
issues  and  innovative  programs,  strategies,  and  tools 
available  to  bankers.  The  summary  was  provided  to 
over  4,000  national  banks,  national  and  state  bankers 
associations,  and  over  300  bank  customer  groups. 

In  1990,  the  division  completed  a  number  of  activities 
supporting  OCC  efforts  to  encourage  national  banks  to 
help  meet  community  credit  and  depository  services 
needs.  The  division  hosted  a  major  conference  for 
national  bankers  entitled  “Leveraging  Bank  Resources 
for  Low-  and  Moderate-Income  Housing."  The  con¬ 
ference  was  held  to  discuss  programs,  strategies,  and 
tools  available  to  banks  to  leverage  financial  as¬ 
sistance  for  low-  and  moderate-income  housing  in  a 
way  that  supports  the  spirit  and  intent  of  the  Community 
Reinvestment  Act  (CRA)  and  fulfills  bank  regulatory 
agency  expectations.  The  conference,  held  in  Wash¬ 
ington,  D.C.,  brought  together  over  200  bankers,  bank 
trade  associations  representatives,  and  OCC  and 
other  financial  regulatory  agency  staffs  and  members 
of  the  press.  A  publication  summarizing  the  conference 
will  be  published  in  1991 . 

The  Securities  and  Exchange  Commission’s  (SEC) 
1 990  Government-Business  Forums  on  Small  Business 
Capital  Formation  were  held  as  hearings  in  Seattle, 
Washington,  and  Atlanta,  Georgia.  The  division  served 
on  the  executive  committee,  participated  on  the  hear¬ 
ings  panels  in  both  cities,  and  recommended  pro¬ 
grams  on  national  bank  small  business  lending  which 
were  presented  by  bankers  in  both  cities.  The  SEC  is 
currently  drafting  a  series  of  recommendations  arising 
from  the  hearings  for  forwarding  to  Congress  this  year. 

In  1990,  the  division  continued  to  enhance  OCC’s 
Community  Development  Corporation  and  Investment 
Program  (CDC&I).  The  CDC&I  information  package 
was  provided  to  more  than  430  bankers  and  commu¬ 
nity  leaders  who  requested  it.  Technical  assistance 
was  provided  to  64  national  banks  planning  to  make 
investments  in  specific  CDC's  or  community  develop¬ 
ment  projects.  Division  recommendations  led  to  OCC 
approval  of  eight  newly  created  national  bank  commu¬ 
nity  development  corporations,  involving  16  national 
banks,  and  21  investments  in  community  development 
projects  and  programs  involving  28  national  banks 
(some  national  banks  made  community  development 
investments  in  more  than  one  project).  The  CDCs  and 
community  development  investments  were  approved 
primarily  to  support  small  business  development  and 
provide  capital  for  low-  and  moderate-income  housing 
projects 

A  videotape  on  bank  CDCs  and  economic  develop¬ 
ment  featuring  Comptroller  Robert  L  Clarke  was  de- 
/eioped  for  the  Department  of  Commerce's  Economic 


Development  Administration,  in  cooperation  with  the 
C&IA  division  and  staff  of  the  Board  of  Governors  of  the 
Federal  Reserve  System.  The  division  distributed  the 
videotapes  to  OCC  field  offices,  enclosing  information 
on  the  CDC&I  Program  as  an  educational  tool  for  exam¬ 
iner  and  banking  audiences.  Also,  the  division  was 
instrumental  in  developing  a  training  session  on  the 
CDC&I  Program  for  presentation  at  the  Advance  Con¬ 
sumer  Compliance  Seminar. 

The  division  also  issued  an  updated  verision  of  the 
CDC&I  program  policy  guidance  in  Banking  Circular 
185  (REV)  and  improved  the  processing  of  an  in¬ 
creased  number  of  investment  proposals.  The  division 
convened  a  meeting  for  national  bank  CDC  executives 
to  share  program  information  and  to  discuss  new  na¬ 
tional  initiatives  in  housing  and  community  develop¬ 
ment.  The  Division  Director  and  Associate  Director  for 
the  CDC&I  program  participated  as  speakers  at  five 
conferences  providing  information  on  the  CDC&I  pro¬ 
gram  to  a  variety  of  banking  and  community  develop¬ 
ment  audiences. 

The  division  continued  to  supply  staff  support  to  the 
Comptroller  in  his  capacity  as  vice  chairman  and  a 
member  of  the  board  of  directors  of  the  Neighborhood 
Reinvestment  Corporation  (NRC).  It  also  continued  as 
the  agency's  liaison  for  the  Department  of  Treasury 
Consumer  Affairs  Council  and  as  the  OCC  representa¬ 
tive  to  the  SEC's  Executive  Committee  on  Small  Busi¬ 
ness  Capital  Formation. 


Congressional  Liaison 

The  Congressional  Liaison  Division  is  responsible  for 
the  office’s  relations  with  Members  of  Congress,  con¬ 
gressional  committees,  subcommittees,  and  staffers. 

The  division  provides  analysis,  advice,  and  counsel  to 
the  Comptroller  and  senior  OCC  policymakers  on  con¬ 
gressional  activities  which  affect  or  could  affect  the 
OCC,  the  national  banking  system,  or  the  financial 
services  marketplace.  It  also  offers  guidance  on  poten¬ 
tial  congressional  reaction  to  OCC  actions. 

As  part  of  its  responsibilities,  the  division  maintains 
regular  contact  with  Members,  committes,  sub¬ 
committees,  and  staffers  to  further  communication  and 
understanding  and  to  ensure  that  OCC’s  interests  are 
represented. 

The  division  is  the  focal  point  for  all  congressional 
inquiries,  including  requests  for  testimony,  staff  stud¬ 
ies,  or  other  support  It  assists  in  the  preparation  of 


testimony,  comments,  briefings,  and  staff  studies  re¬ 
lating  to  congressional  actions,  as  well  as  responses  to 
constituent  inquiries. 


Finally,  the  division  provides  other  necessary  liaison 
and  information  services  relating  to  congressional  and 
legislative  matters. 


Corporate  and  Economic  Programs 


Bank  Organization  and  Structure 

Bank  Organization  and  Structure  (BOS)  oversees 
policies  affecting  corporate  activities  of  national  banks 
and  analyzes  requests  from  individuals  and  banks  to 
engage  in  banking  activities.  The  department  monitors 
OCC’s  licensing  activities  and  strives  to  enhance  the 
quality  control  and  information  systems  that  support 
decentralized  licensing  operations. 

Licensing  Policy  and  Systems 

The  Licensing  Policy  and  Systems  Division  develops 
and  implements  general  policies  and  procedures  for 
the  corporate  activities  operations  of  the  OCC.  The 
division  coordinates  the  OCC’s  licensing  quality  con¬ 
trol  program,  and  oversees  the  Licensing  Information 
System  (LIS),  a  computerized  system  for  monitoring 
corporate  operations. 

The  division  strives  to  reduce  paperwork  and  regu¬ 
latory  burdens  on  applicants  and  to  improve  the  OCC's 
corporate  operations.  Significant  accomplishments  in 
1990  included: 

•  The  National  Bank  Regulatory  Simplification 
Act,  a  comprehensive  set  of  burden-reducing 
legislative  proposals,  which  was  submitted  for 
Treasury  Department  and  Office  of  Manage¬ 
ment  and  Budget  (OMB)  review. 

•  Completed  a  supplement  on  risk-based  capital 
as  part  of  the  Comptroller's  Manual  for  Cor¬ 
porate  Activities  for  distribution  to  subscribers, 
district,  and  Washington  office  corporate  staff. 

•  Approved  new  delegations  of  authority  for  the 
districts  to  remove  layers  of  review  and  improve 
the  efficiency  of  licensing  operations. 

•  Division  staff  designed  new  or  amended 
policies  in  response  to  FIRREA  including:  guid¬ 
ance  on  OCC  authority  to  gain  access  to  grand 
jury  material;  refinement  of  FIRREA  section  914 
officer  and  director  review  procedures;  policy 
guidance  on  the  Savings  Associations  Insur¬ 
ance  Fund  (SAIF)  versus  the  Bank  Insurance 
Fund  (BIF);  policy  guidance  on  whether  the  risk 


to  the  deposit  insurance  fund  should  be  ex¬ 
plicitly  considered  when  deciding  certain  cor¬ 
porate  filings;  policy  guidance  on  com¬ 
pensation  for  new  bank  organizers;  and  advice 
on  the  relationship  between  the  new  CRA  rat¬ 
ings  implemented  under  FIRREA  and  corporate 
application  decisions. 

•  The  division  conducted  thrift  conversion  and 
merger  activity  reviews,  and  assisted  the  RTC 
with  the  resolution  of  insolvent  thrifts. 

•  Staff  analyzed  the  layers  of  review  required 
involving  corporate  applications,  examining  a 
variety  of  options  for  improving  the  efficiency  of 
the  review. 

The  division  also  monitored  corporate  activities  oper¬ 
ations  through  LIS  and  a  comprehensive  quality  control 
program.  LIS  produced  the  OCC  "Weekly  Bulletin,” 
summary  tables  for  the  OCC  Quarterly  Journal,  and 
other  quarterly  and  annual  statistical  summaries  of  the 
OCC's  corporate  activities  operations.  Under  the  qual¬ 
ity  control  program,  corporate  activities  operations 
were  reviewed  in  the  district  offices  and  in  the  Multi¬ 
national  and  Regional  Bank  Supervision  division  in 
Washington.  Targeted  reviews  of  conditionally  ap¬ 
proved  and  denied  corporate  applications  also  were 
completed. 

Corporate  Activity 

The  Corporate  Activity  Division  coordinates  the  pro¬ 
cessing  of  all  corporate  applications  performed  in  OCC 
district's  and  in  Washington  processed  in  accordance 
with  12  CFR  5,  the  Comptroller's  Manual  for  National 
Banks,  and  the  Comptroller’s  Manual  for  Corporate 
Activities.  The  division  analyzes  and  provides  de¬ 
cisions  on  recommendations  to  senior  management  on 
applications  not  delegated  to  the  district  offices.  The 
applications  involve  new  bank  charters;  consolidations 
and  mergers  where  the  resulting  bank  is  a  national 
bank;  corporate  reorganizations;  conversions  of  state 
banks  to  national  charters;  operating  subsidiaries; 
branches;  customer-bank  communication  terminals 
(CBCTs);  head  office  and  branch  relocations;  capital 
changes;  and  federal  branches  and  agencies  of  for¬ 
eign  banks. 
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The  division  also  evaluates  and  processes  notices  of 
change  in  controlling  ownership  of  national  banks  and 
requests  for  exceptions  filed  under  the  Depository 
Institutions  Management  Interlocks  Act.  It  also  con¬ 
ducts  appraisals  of  bank  stocks,  upon  request  from 
shareholders  dissenting  to  a  merger,  consolidation,  or 
conversion  involving  national  banks. 


1990  Corporate  Applications 


Receipts 

Districts 

Washington 

Total 

Application  Type 

1989 

1990 

Approved 

Denied 

Approved 

Denied 

Decisions 

Branches 

922 

752 

741 

21 

6 

4 

772 

Changes  m  Control 

55 

34 

24 

0 

8 

5 

37 

CBCTs 

1132 

1420 

1414 

1 

24 

0 

1439 

Capital/  Debt 

357 

376 

263 

4 

28 

2 

297 

Charters 

92 

55 

39 

0 

29 

7 

75 

Conversions 

35 

32 

23 

0 

6 

1 

30 

Corporate  Reorgs 

194 

202 

158 

4 

16 

1 

179 

Federal  Branches 

4 

7 

4 

0 

1 

0 

5 

Fiduciary  Powers 

29 

21 

16 

2 

0 

0 

18 

Mergers 

165 

334 

280 

2 

40 

2 

324 

Operating  Subs/BSC 

163 

224 

146 

2 

36 

2 

186 

Relocations 

242 

254 

237 

0 

6 

1 

244 

Stock  Appraisals 

7 

5 

0 

0 

6 

0 

6 

Total 

3397 

3716 

3345 

36 

206 

25 

3612 

Note  The  table  does  not  include  over  1,500  applications  that  were 
filed  with  other  agencies,  but  reviewed  and  commented  on  by  the 
OCC,  as  required  by  the  Bank  Merger  and  Bank  Holding  Company 
acts  and  in  accordance  with  interagency  procedures  for  admin¬ 
istering  the  Change  in  Bank  Control  Act 

The  total  number  of  corporate  applications  continued 
to  increase  in  1 990,  with  total  receipts  9  percent  greater 
than  in  1989.  Sgnificant  increases  were  registered  for 
CBCTs  (25  percent),  operating  subsidiaries  (37  per¬ 
cent)  and  mergers  (102  percent). 

The  number  of  mergers  doubled  in  1990  partly  be¬ 
cause  of  national  banks'  active  participation  in  the 
acquisition  of  failing  thrifts.  Two-thirds  of  the  merger 
applications  received  in  1990  were  filed  by  national 
banks  in  connection  with  the  acquisition  of  failing 
thrifts.  There  were  226  such  acquisitions  in  1990  com¬ 
pared  to  94  in  1989.  The  OCC  continues  to  devote 
significant  resources  to  resolution  of  the  thrift  crisis  as 
envisioned  by  FIRREA.  During  1990,  approximately 
300  failed  thrifts  have  been  resolved,  representing 
$101  billion  in  deposits;  134  national  banks  have  par¬ 
ticipated  in  the  resolution  of  over  100  thrifts,  repre¬ 
senting  more  than  $31  billion  in  deposits  (31  percent  of 
the  total). 

There  were  significant  declines  in  applications  re¬ 
ceived  involving  brick  and  mortar  branches  (-18  per¬ 
cent),  change  in  bank  control  notices  (-38  percent)  and 
new  bank  charters  (-40  percent). 

Other  information  on  corporate  applications  processed 
during  1990  follows 


•  Approximately  93  percent  of  all  applications 
decided  during  1990  were  decided  under 
delegated  authority  by  the  district  offices  com¬ 
pared  to  97  percent  in  1989. 

•  Approximately  98  percent  of  all  applications 
decided  during  the  year  were  approved,  as  has 
been  the  case  in  1988  and  1989. 

•  Of  the  new  bank  charters  received,  58  percent 
(32)  were  submitted  by  independent  groups. 
Slightly  more  than  20  percent  of  the  appli¬ 
cations  were  for  full-service  charters  from  bank 
holding  companies.  The  remaining  22  percent 
of  the  applications  were  for  credit  card  banks 
authorized  under  the  Competitive  Equality 
Banking  Act  (CEBA)  and  trust  banks.  Five  char¬ 
ters  were  approved  for  CEBA  credit  card 
banks. 

•  The  charter  denial  rate,  at  9  percent  in  1990, 
was  slightly  higher  than  the  6  percent  reported 
in  1989. 

•  Mergers  not  involving  the  acquisition  of  failing 
thrifts  increased  from  71  to  108  (52  percent). 

•  The  OCC  approved  two  branch  applications 
from  national  banks  requesting  permission  to 
branch  to  the  same  extent  as  state  savings 
institutions  under  the  Deposit  Guaranty  doc¬ 
trine.  The  two  approvals  were  precedential  de¬ 
cisions  for  the  states  of  Indiana  and  Alabama. 

•  During  1990,  the  OCC  preliminarily  approved 
four  bridge  banks  for  the  FDIC. 

•  In  January  1990,  approval  was  granted  for  the 
establishment  of  a  liquidating  bank  to  be  used 
in  the  disposal  of  certain  assets  on  the  books  of 
Premier  Bank,  N.A.,  Baton  Rouge,  Louisiana. 
Florida  Street  National  Bank  (In  Liquidation), 
Baton  Rouge,  Louisiana,  represented  the 
OCC's  second  approval  of  a  liquidating  bank  in 
a  non-failure  situation. 

•  In  March,  1990,  the  OCC  approved  the  expan¬ 
sion  of  an  existing  operating  subsidiary  for 
NCNB  National  Bank  of  North  Carolina  to  in¬ 
clude  the  sale,  as  agent,  of  an  annuity  product 
that  combined  elements  of  both  fixed  and  vari¬ 
able  rate  annuities. 

•  In  March  1990,  the  OCC  approved  a  series  of 
applications  from  Wells  Fargo  Bank,  N  A.,  San 
Francisco,  California  to  enable  it  to  enter  an 


attractive  new  market  for  advisory  services  in 
Japan. 

•  In  April  1 990,  the  OCC  approved  an  application 
filed  by  First  National  Bank  of  Jackson,  Jack- 
son,  Tennessee,  to  establish  a  mobile  branch 
facility. 

•  In  May  1 990,  the  OCC  denied  a  bank’s  proposal 
to  relocate  a  branch  office  because  of  the 
bank's  unsatisfactory  CRA  performance. 

•  In  June  1 990,  the  OCC  approved  an  application 
involving  First  Deposit  National  Credit  Card 
Bank,  Concord,  New  Hampshire.  The  parent 
company  owned  a  grandfathered  credit  card 
nonbank  bank  which  was  subject  to  growth 
restrictions  in  CEBA.  The  OCC  determined  that 
the  application  should  not  be  viewed  as  an 
inappropriate  means  of  circumventing  the  non¬ 
bank  bank  growth  restrictions  since  CEBA  spe¬ 
cifically  authorized  the  establishment  of  credit 
card  banks  by  companies  that  could  not  other¬ 
wise  own  a  bank  under  the  Bank  Holding  Com¬ 
pany  Act. 

•  In  August  1 990,  the  OCC  approved  the  opening 
of  Treasury  Bank,  Washington,  D.C.  The  bank, 
which  is  owned  by  a  securities  firm,  is  not  a 
national  bank,  but  a  “bank  of  deposit”  estab¬ 
lished  pursuant  to  D.C.  Code  26-1 03.  The  bank 
was  prohibited  from  engaging  in  activities  im¬ 
permissible  for  national  banks  without  the  prior 
approval  of  the  OCC. 

•  In  early  October  1990,  the  OCC  conditionally 
approved  the  conversion  of  Button  Gwinnett 
Savings  Bank,  Snellville,  Georgia,  to  a  national 
bank.  This  was  the  first  conversion  of  a  thrift  to  a 
national  bank  since  a  moratorium  was  imposed 
under  CEBA.  Later  that  month,  a  federal  thrift 
conversion  was  denied  because  of  significant 
supervisory  concerns  and  in  December  an¬ 
other  conversion  was  conditionally  approved. 

As  of  year-end  1990,  nine  thrift  conversion  ap¬ 
plications  were  pending. 

•  In  December  1990,  the  OCC  approved  sep¬ 
arate  proposals  from  NCNB  Texas  National 
Bank,  Dallas,  Texas,  and  Bank  One  Texas, 
N.A.,  Dallas,  Texas,  to  establish  operating  sub¬ 
sidiaries  that  will  provide  asset  management 
services  to  the  RTC  as  receiver  or  conservator 
of  thrifts. 

The  Corporate  Activity  Division  continues  to  provide 
more  detailed  quarterly  summaries  of  interesting  or 


unusual  decisions,  in  the  Recent  Corporate  Decisions 
section  of  each  Quarterly  Journal. 

Economic  Analysis  and  Strategic  Planning 

Economic  Analysis  and  Strategic  Planning  (EASP)  sup¬ 
ports  the  OCC  through  research,  analysis,  and  con¬ 
sultation  on  a  wide  variety  of  agency  programs  through 
its  three  divisions.  The  Economic  and  Policy  Analysis 
Division  coordinates  testimony  and  provides  advice  on 
policy  issues  facing  the  OCC,  including  risk-based 
capital.  The  Industry  and  Financial  Analysis  Division 
analyzes  the  financial  health  of  the  banking  system  and 
identifies  possible  sources  of  systemic  risk.  The  Stra¬ 
tegic  Planning  Division  coordinates  the  OCC’s  plan¬ 
ning  process. 

Economic  and  Policy  Analysis 

The  Economic  and  Policy  Analysis  Division  (E&PA) 
helps  develop  and  implement  OCC  policy  by  under¬ 
taking  economic  analyses  and  research  on  the  regu¬ 
lation  of  financial  institutions  and  on  the  operation  of  the 
financial  services  industry.  The  division  provides  senior 
OCC  officials  with  analyses  of  the  policy  implications 
raised  by  banking  issues  and  by  proposals  originated 
by  OCC  staff,  other  agencies,  Congress,  and  the  pub¬ 
lic.  E&PA  also  provides  economic  advice  and  analy¬ 
tical  assistance  on  projects  initiated  by  other  divisions 
at  the  OCC.. 

In  1990,  E&PA  devoted  significant  resources  to  pre¬ 
paring  congressional  testimony  and  to  writing  reports 
for  congressional  committees  on  a  variety  of  issues 
including  private  deposit  insurance;  a  General  Ac¬ 
counting  Office  report  on  the  securities  activities  of 
bank  holding  company  subsidiaries;  the  international 
competitiveness  of  U.S.  banks;  credit  availability;  and 
expanded  bank  powers.  Staff  dedicated  time  to  the 
Treasury  Department’s  deposit  insurance  study  man¬ 
dated  by  FIRREA.  E&PA  also  investigated  the  effect  of 
FDIC  assessment  rates  increases  on  the  condition  of 
the  Bank  Insurance  Fund,  the  number  of  insolvent 
banks,  and  bank  return  on  assets  (ROA)  and  income. 
E&PA  also  analyzed  an  FDIC  proposal  to  implement  a 
risk-based  deposit  insurance  system 

During  1990,  the  division  participated  in  the  Risk- 
based  Capital  Working  Group’s  efforts  to  interpret  and 
implement  the  risk-based  capital  guidelines.  E&PA 
provided  estimates  of  the  effect  of  risk-based  capital 
on  banks,  met  with  other  OCC  staff  to  develop  a  stra¬ 
tegy  for  the  capital  treatment  of  purchased  mortgage 
servicing  rights,  prepared  an  issue  paper  on  possible 
alternative  risk  weights  for  collateralized  mortgage  ob¬ 
ligations,  and  collaborated  with  the  Chief  National  Bank 
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Examiner’s  office  to  draft  the  OCC's  final  leverage  ratio 
capital  rule. 

E&PA  continued  to  provide  economic  and  policy 
analyses  to  senior  OCC  staff,  other  OCC  divisions,  and 
Treasury  Department  officials  on  developments  affect¬ 
ing  the  financial  services  industry.  In  1990,  the  division 
prepared  a  working  paper  on  expanded  powers  which 
investigates  the  costs,  benefits,  and  structural  im¬ 
plications  of  financial  integration  Throughout  1990, 
E&PA  staff  analyzed  other  issues  including  the  FDIC’s 
leverage  ratio  rule,  and  national  bank  participation  in 
the  Federal  Agricultural  Mortgage  Corporation  (Farmer 
Mac)  program. 

E&PA,  together  with  staff  from  other  divisions,  par¬ 
ticipated  in  working  groups  such  as  the  Liaison  Group 
on  Capital;  the  Basle  Subgroup  on  Interest  Rate  Risk; 
and  the  Off-Balance  Sheet  Subgroup  of  the  Basle 
Committee,  which  is  working  to  improve  cooperation 
among  U.S.  and  international  financial  authorities  on 
bank  regulatory  issues. 


Industry  and  Financial  Analysis 

The  Industry  and  Financial  Analysis  Division  (l&FA) 
supports  bank  supervision  programs  by  assessing  the 
health  of  the  banking  system  and  by  identifying  and 
evaluating  sources  of  systemic  risk.  The  analyses  are 
distributed  to  OCC  management,  staff,  and  others 
through  a  variety  of  regularly  produced  reports. 

Reports  produced  on  a  regular  basis  by  l&FA  include 
quarterly  evaluations  of  the  condition  of  national  banks. 
In  1990,  l&FA  completed  four  reports  covering  results 
from  the  last  quarter  of  1 989  through  the  third  quarter  of 
1 990.  The  reports  documented  rising  levels  of  past  due 
and  nonaccrual  real  estate  loans  at  relatively  large 
national  banks,  especially  those  in  the  OCC’s  North¬ 
eastern  District  or  part  of  seven  large  multinational 
bank  holding  companies.  The  reports  also  highlighted 
a  moderate  improvement  in  the  condition  of  many 
smaller  national  banks  in  1 990,  owing  to  stronger  credit 
quality  and  earnings.  The  quarterly  reports,  which  in¬ 
clude  banking  fact  sheets  for  the  U.S.  and  the  six  OCC 
districts,  are  widely  distributed  and  are  reprinted  in  the 
Quarterly  Journal.  In  1990,  the  reports  also  figured 
prominently  in  Senior  Deputy  Comptroller  J.  Michael 
Shepherd’s  briefing  of  both  Treasury  Under  Secretary 
Robert  Glauber,  the  OCC  Kansas  City  Management 
Conference,  and  in  the  Comptroller’s  briefing  to  the 
President  on  the  midyear  condition  of  the  banking 
system 

The  division  also  produces  an  annual  report  on  the 
condition  of  the  banking  system  that  is  disseminated 


through  a  fact  book  and  through  slide  presentations  to 
audiences  at  the  OCC,  other  agencies,  congressional 
committees,  and  the  general  public.  The  1990  report 
covered  developments  in  1 989  and  highlighted  the  rise 
in  problem  loans,  especially  real  estate  loans  and  the 
corresponding  decline  in  aggregate  bank  earnings.  It 
also  documented  the  continuing  consolidation  of  the 
banking  industry;  nearly  2,000  banks  disappeared  be¬ 
tween  1984  and  1989,  as  compared  with  minimal 
change  during  the  five  years  previous  to  1984.  For  the 
later  period,  mergers  claimed  almost  three  times  as 
many  banks  as  did  failures,  as  multibank  holding  com¬ 
panies  consolidated  their  banking  operations.  Other 
aspects  of  past  consolidation  and  bank  holding  com¬ 
pany  trends  were  chronicled  in  a  special  bank  holding 
company  factbook  distributed  in  May. 

In  its  efforts  to  identify  and  assess  systemic  risk  in  1 990, 
l&FA  maintained  regular  contact  with  the  OCC’s  district 
environmental  analysts  and  monitored  real  estate  mar¬ 
ket  conditions,  consumer  loan  trends  at  commercial 
banks,  computer  industry  performance,  cutbacks  in 
defense  spending,  the  health  of  credit  unions,  and  the 
health  of  the  general  economy.  The  division  also  inves¬ 
tigated  the  possible  impact  of  two  Resolution  Trust 
Corporation  (RTC)  staff  plans  designed  to  expedite  the 
sale  of  RTC  properties. 

Throughout  the  year,  the  division  investigated  a  num¬ 
ber  of  special  topics.  For  example,  the  division  drafted 
congressional  testimony  on  the  state  of  the  Texas 
economy  and  Texas  banks.  Staff  also  provided  senior 
management  reports  on  the  existence  and  cause  of  a 
credit  crunch.  The  division  prepared  estimates  of  the 
future  solvency  of  the  Bank  Insurance  Fund,  com¬ 
paring  its  assessment  to  estimates  produced  by  other 
government  agencies  and  private  analysts.  Staff  made 
contributions  to  the  Treasury  Department  study  of  Fed¬ 
erally  Sponsored  Credit  Agencies,  including  drafts  of  a 
chapter  included  in  the  final  report  to  Congress. 

Strategic  Planning 

The  Strategic  Planning  Division  identifies  and  analyzes 
major  issues  facing  the  OCC;  coordinates  OCC’s  Stra¬ 
tegic  Plan  and  annual  plans;  investigates  strategic 
issues  and  develops  contingency  plans;  fosters  the 
integration  of  the  long-  and  short-term  planning  pro¬ 
cesses;  and  designs  and  administers  programs  to 
coordinate  the  OCC’s  goals  and  priorities. 

In  1990,  Strategic  Planning  created  planning  assump¬ 
tions  and  directions  for  OCC  managers  to  use  in  de¬ 
veloping  their  units'  annual  plans  and  budgets  for  the 
upcoming  year.  The  1991  planning  assumptions  in¬ 
cluded  expectations  for  a  weakening  economy  and  the 
need  for  OCC  to  expend  more  of  its  resources  on  larger 
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banks.  The  division  also  prepared  OCC-wide  priority 
objectives,  incorporating  the  OCC’s  1991  examination 
operations  plan,  for  distribution  to  all  employees. 

Strategic  Planning  coordinated  the  districts'  re- 
evaluation  of  approaches  to  identifying  the  OCC's 
long-term  work  force  needs  and  compared  the  results 
of  this  forecast  with  previous  years'  forecasts  to  test  the 
reliability  of  the  approach.  The  forecast  was  used  to 
establish  employment  targets,  project  expenses,  and 
plan  facility  and  computer  needs. 

During  the  year,  Strategic  Planning  prepared  the 
OCC’s  accomplishment  report  for  1989;  outlined  OCC 
activities  that  were  planned  in  1990  to  accomplish  the 


1990  priority  objectives,  revised  the  computer-based 
model  for  estimating  work  force  needs  more  accurately 
and  efficiently;  studied  the  implications  of  the  impact  of 
FIRREA  on  the  OCC;  and  developed  and  tested  a 
planning  training  module  for  OCC  managers. 

The  division  also  advised  other  OCC  units  about  their 
long-term  planning  approaches;  advised  other  agen¬ 
cies  on  the  OCC's  planning  process;  monitored  the 
activities  of  OCC’s  work  force;  helped  to  simplify  the 
OCC’s  time  reporting  system;  worked  with  the  MIS 
Committee  and  others  to  improve  the  structure,  avail¬ 
ability,  and  use  of  MIS  systems;  participated  in  the 
OCC’s  long-term  revenue  planning  process;  and  con¬ 
tributed  to  the  quality  improvement  process. 


Law  Department 


Litigation 

The  Litigation  Division  represents  the  OCC  in  court. 
During  the  last  seven  months  of  1990,  the  courts 
handed  down  eight  significant  judicial  decisions  in¬ 
volving  the  OCC. 

First,  an  appellate  decision  allowed  an  emergency 
acquisition  of  the  branches  of  a  failed  thrift  institution  by 
a  national  bank  even  though  such  acquisition  was  not 
permitted  under  state  law.  Arkansas  State  Banking 
Commissioner  v.  Resolution  Trust  Corp.,  et  ai,  (8th  Cir. 
August  29,  1990).  The  state  had  attempted  to  prevent 
the  acquisition  which  had  been  authorized  by  a  regu¬ 
lation  of  the  RTC,  arguing  that  the  McFadden  Act,  12 
U.S.C.  36,  the  federal  statute  that  permits  branch  bank¬ 
ing  to  the  extent  permitted  in  the  state,  would  have 
disallowed  it.  The  court  upheld  the  OCC’s  position  that 
the  McFadden  Act  does  not  override  the  RTC’s  regu¬ 
lation  and  that  the  statute  and  the  regulation  can  co¬ 
exist.  Similar  cases  are  pending  in  another  court  of 
appeals. 

In  the  second  case,  a  court  of  appeals  upheld  a  dis¬ 
missal  of  a  tort  claim  against  the  Comptroller  as  a  third 
party  defendant  in  connection  with  the  closing  of  a 
bank.  The  court  decided  the  case  on  the  grounds  that 
the  closing  of  a  bank  is  a  discretionary  activity,  not 
subject  to  liability  under  the  Federal  Tort  Claims  Act. 
FDIC  v.  Irwin,  et  at,  (5th  Cir.  November  13,  1990). 

In  the  third  case,  an  appellate  court  held  that  a  state, 
under  its  insurance  regulations,  could  not  prohibit  the 
engagement  by  a  national  bank  in  a  debt  cancellation 
program  in  lieu  of  credit  life  insurance,  pursuant  to  the 


OCC’s  interpretive  rule  at  12  CFR  7.7495.  First  National 
Bank  of  Eastern  Arkansas  v.  Taylor,  (8th  Cir.  June  25, 
1990).  In  this  case,  the  OCC  filed  an  amicus  brief  in 
support  of  the  defendant  national  bank.  In  its  decision 
in  support  of  the  bank,  the  court  left  open  the  question 
of  what  sort  of  regulatory  restriction  could  apply  and 
suggested  that  there  were  some  restrictions  that  could 
apply.  The  court  denied  rehearing  and  on  November 
13,  1990,  the  Supreme  Court  denied  a  petition  for 
certiorari. 

In  the  fourth  case,  a  court  of  appeals  upheld  an  OCC 
administrative  decision  that  assessed  a  civil  money 
penalty  pursuant  to  12  U.S.C. 93b.  Manley  Aber¬ 
crombie,  et  al  v.  Clarke,  (7th  Cir.  December  26,  1990). 
The  appellants  had  argued  that  the  language  of  93b 
would  not  permit  assessments  for  violations  that  had 
occurred  prior  to  the  issuance  of  the  OCC's  notice  of 
assessment.  They  asserted  that  93b  uses  the  present 
tense  and  the  word  “continuing”  to  describe  the  cov¬ 
ered  violations,  and  that  the  legislative  history  of  the 
section  indicated  that  such  penalties  were  intended  to 
cure  violations.  The  decision  rejected  these  argu¬ 
ments,  holding  that  penalties  under  this  section  could 
be  assessed  for  past  violations. 

The  fifth  case  consists  of  two  separate  cases  involving 
an  OCC  administrative  proceeding  seeking  removal 
from  banking  of  two  respondents.  The  respondents 
had  resigned  from  the  bank  and  the  bank  had  failed 
before  the  administrative  proceeding  took  place.  In  the 
first  court  action,  the  OCC  petitioned  to  enforce  an 
administrative  subpoena.  OCC  v.  Greenberg,  (SDNY, 
July  3,  1990).  Enforcement  of  the  subpoena  was 
granted  and  respondents  appealed.  As  of  December 
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31,  1990,  the  appeal  was  still  pending.  In  the  second 
case,  the  district  court  granted  the  OCC's  motion  to 
dismiss  a  petition  to  enjoin  the  continuation  of  the 
administrative  proceeding  Greenberg  v.  OCC,  (SDNY, 
November  2,  1990,  appeal  pending.)  In  so  holding,  the 
court  rejected  plaintiffs'  argument  that  the  Comptroller 
was  acting  beyond  the  scope  of  his  authority  in  bring¬ 
ing  removal  proceedings  against  plaintiffs  who  had 
already  resigned  as  directors  of  a  bank.  This  is  the  first 
decision  under  the  1989  FIRREA  amendment  of  12 
U.S.C.  1818(i)(3)  which  corrected  the  gap  created  in 
the  removal  statute  by  the  appellate  decision  in  Stod¬ 
dard  v.  Bd.  of  Governors,  868  F.2d  1308  (D  C.  Cir. 

1 989) ,  which  had  foreclosed  service  of  removal  actions 
against  respondents  who  had  departed  from  their 
banks. 

In  the  sixth  case,  IBAA  v.  Clarke ,  (8th  Cir.  October  29, 

1990) ,  a  court  of  appeals  upheld  two  Deposit  Guar¬ 
anty-type  branching  approvals  issued  by  the  OCC  for  a 
Missouri  bank.  The  Deposit  Guaranty  decision  is  De¬ 
partment  of  Banking  &  Consumer  Finance  v.  Clarke, 
809  F.2d  266  (5th  Cir.  1987),  cert,  denied.  The  IBAA 
suit  challenged  the  OCC’s  approval  of  two  branch 
applications  of  a  bank  that  would  be  located  outside 
the  home  county  of  the  bank.  State  law  prohibited  state 
banks  from  establishing  such  branches  but  permitted 
state  savings  and  loan  associations  (S&Ls)  to  branch 
state-wide.  The  OCC,  in  its  approval  of  these  branch 
applications,  concluded  that  the  state  S&Ls  were  “state 
banks”  for  purposes  of  12  U.S.C.  36.  The  court  of 
appeals  affirmed  the  OCC’s  decision,  adopting  the  5th 
Circuit's  decision  in  Deposit  Guaranty. 

The  seventh  case  involved  an  appellate  reversal  of  an 
OCC-approved  bank  merger,  along  with  dicta  that 
upheld  the  OCC's  appraisal  of  the  minority  owners’ 
shares,  pursuant  to  12  U.S.C.  15a(b).  Lewis  v.  Clarke, 
(11th  Cir.  September  20,  1990.)  The  appraisal  had 
been  conducted  by  the  OCC  in  connection  with  its 
approval  of  a  merger  of  a  state  bank  into  a  closely  held 
national  bank.  Regarding  the  merger,  the  court  stated  it 
could  find  no  authority  that  permits  a  majority  of  the 
stockholders  to  freeze  out  minority  shareholders  by 
requiring  them  to  take  cash  over  their  objection,  thus 
permitting  the  majority  to  become  100  percent  owners 
of  the  merged  corporation.  The  court  held  the  Comp¬ 
troller  acted  in  excess  of  his  statutory  grant  of  power  in 
approving  a  merger  which  requires  holders  of  stock  of 
equal  standing  to  take  different  forms  of  consideration. 
With  respect  to  the  appraisal,  the  court  stated  that, 
even  if  the  basic  decision  is  not  upheld,  the  court  would 
affirm  the  appraisal 

The  court  analyzed  and  upheld  the  Comptroller's 
methodology  for  appraising  the  shares  The  court  de¬ 


nied  the  OCC's  petition  for  rehearing  and  recon¬ 
sideration. 

In  the  eighth  case,  a  court  of  appeals  upheld  the 
Comptroller's  issuance  of  a  cease  and  desist  order. 
Northwest  National  Bank  v.  OCC,  (8th  Cir.  October  29, 
1990.)  The  court  affirmed  the  Comptroller's  decision 
that  the  bank  had  engaged  in  unsafe  and  unsound 
practices,  and  that  the  bank  had  engaged  in  violations 
of  12  U.S.C.  29,  161  and  371c.  On  the  161  violation,  the 
court  noted  its  decision  in  First  National  Bank  of  Gordon 
v.  Dep't.  of  the  Treasury.  See  Quarterly  Journal,  Vol.  9, 
No. 4  at  17. 


Enforcement  and  Compliance 

The  Enforcement  and  Compliance  Division,  in  con¬ 
junction  with  the  districts,  recommends  administrative 
actions  in  appropriate  cases  and  represents  the  OCC 
when  presenting  and  litigating  these  actions  in  admin¬ 
istrative  hearings  and,  when  necessary,  in  United 
States  courts  of  appeal  and  district  courts.  In  addition, 
the  division  provides  senior  OCC  officials  with  legal 
advice  relating  to  enforcement  and  compliance  issues. 

During  1 990,  the  OCC  issued  1 35  Commitment  Letters, 
22  Memorandums  of  Understanding,  168  Formal 
Agreements,  47  Cease  and  Desist  Orders,  30  Remov¬ 
als,  and  151  Civil  Money  Penalties.  In  its  administrative 
cases,  the  division  held  19  prehearing  conferences 
and  conducted  3  formal  administrative  hearings.  One 
hearing  involved  removals,  another  involved  civil 
money  penalties  and  removals,  and  the  third  hearing 
concerned  adjustments  to  customer  accounts  under 
Regulation  Z  (Truth  in  Lending). 

During  the  year,  the  division  worked  closely  with  repre¬ 
sentatives  of  the  Department  of  Justice  Interagency 
Bank  Fraud  Working  Group  (BFWG).  Significant  shar¬ 
ing  of  information  among  the  supervisory  agencies 
and,  consistent  with  the  provisions  of  the  Right  to 
Financial  Privacy  Act,  communication  with  and  criminal 
referrals  to  the  Department  of  Justice  occurred.  The 
BFWG  has  had  considerable  success  in  improving  the 
level  of  coordination  and  cooperation  between  the 
federal  financial  institutions  regulatory  agencies  and 
the  Department  of  Justice.  In  addition,  the  BFWG  has 
been  used  as  a  model  for  many  other  groups  organized 
at  the  local  level  and  is  being  expanded  to  reach  each 
federal  jurisdiction. 

Some  of  the  BFWG's  accomplishments  and  ongoing 
projects  follow: 

•  Updating  of  the  Bank  Fraud  Directory,  a  com¬ 
prehensive  directory  of  bank  fraud  contact  per- 
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sons  throughout  the  bank  regulatory  agencies 
and  the  law  enforcement  community. 

•  Pressing  for  additional  amendments  to  the 
Right  to  Financial  Privacy  Act  in  order  to  ensure 
free  and  open  communications  between  all  law 
enforcement  agencies. 

•  Review  of  the  current  criminal  referral  form  used 
by  the  bank  and  thrift  regulatory  agencies  and 
the  financial  institutions  they  supervise  to  en¬ 
sure  that  the  form  is  providing  all  needed  infor¬ 
mation  and  requiring  reporting  of  offenses  at 
appropriate  levels. 

•  Developing  systems  and  procedures  to  make 
maximum  use  of  the  Department  of  Justice’s 
new  asset  forfeiture  powers. 

•  Establishing  systems  and  procedures  to  ensure 
that  all  available  remedies  (criminal  prosecu¬ 
tion,  civil  forfeiture,  civil  money  penalties,  ad¬ 
ministrative  proceedings  and  civil  litigation)  are 
better  coordinated  among  the  interested 
agencies. 

•  Creation  of  an  interagency  data  base  to  include 
information  relating  to  criminal  referrals,  agency 
enforcement  actions,  Department  oif  Justice 
civil  actions  and  other  relevant  information  of 
use  in  conducting  background  checks  or  carry¬ 
ing  out  other  agency  responsibilities. 

•  Compilation  of  a  listing  of  priority  criminal  refer¬ 
rals,  to  be  updated  on  a  continual  basis  to  target 
prosecutions  and  to  ensure  that  all  available 
resources  are  focused  on  the  criminal  offenses 
that  are  deemed  to  be  the  most  significant  by 
the  agencies. 

•  Creation  of  a  Special  Counsel  for  Financial  Insti¬ 
tutions,  to  be  in  the  Department  of  Justice,  to 
coordinate  all  matters  concerning  the  inves¬ 
tigation  and  prosecution  of  financial  institution 
fraud  and  to  ensure  that  resources  are  properly 
allocated  to  the  most  significant  financial  insti¬ 
tution  fraud  cases. 


The  division  has  also  detailed  an  attorney  to  assist  a 
United  States  Attorney’s  Office  in  a  major  bank  fraud 
case  resulting  from  a  criminal  referral  made  by  the 
OCC.  The  case  involves  a  related  group  of  individuals 
who  allegedly  attempted  to  defraud  a  number  of  finan¬ 
cial  institutions  through  the  presentation  of  millions  of 
dollars  of  worthless  negotiable  instruments  and  worth¬ 
less  corporate  debentures.  The  case  involves  more 


than  20  financial  institutions,  including  national  banks, 
state  banks,  savings  and  loan  associations,  mortgage 
companies,  trust  companies,  and  offshore  banks 

In  addition,  the  OCC  is  continuing  to  participate  in  a 
number  of  interagency  task  forces  formed  to  imple¬ 
ment  FIRREA's  requirements  in  a  consistent  fashion. 
These  task  forces  consider  such  issues  as  the  de¬ 
velopment  of  uniform  standards  for  the  assessment  of 
civil  money  penalties;  uniform  rules  of  practice  and 
procedure;  a  consistent  format  for  annual  reports  of 
enforcement  activities  to  Congress;  an  interagency 
pool  of  administrative  law  judges;  uniform  guidelines 
for  the  disclosure  of  enforcement  actions;  and  uniform 
regulations  for  the  agencies’  disapproval  of  officers 
and  directors  of  “troubled  institutions.” 

The  recently  enacted  Comprehensive  Thrift  and  Bank 
Fraud  Prosecution  and  Taxpayer  Recovery  Act  of  1 990 
(Crime  Control  Act),  contains  a  number  of  provisions 
which  significantly  enhance  the  OCC’s  and  the  other 
federal  financial  institutions  regulatory  agencies’  en¬ 
forcement  powers.  Some  of  those  provisions  are: 

•  Expansion  of  the  prohibition  of  12  U.S.C.  1829 
against  participation  in  a  financial  institution’s 
affairs  by  persons  convicted  of  crimes  involving 
dishonesty  or  breach  of  trust. 

•  Authority  to  freeze  the  assets  of  respondents  in 
enforcement  actions  brought  under  12  U.S.C. 

1 81 8  or  to  enforce  an  order  in  an  administrative 
or  civil  proceeding. 

•  Authority  for  the  FDIC  to  issue  regulations  gov¬ 
erning  payment  of  golden  parachutes  and 
indemnification. 

•  Requirement  that  administrative  hearings  be 
open  to  the  public  and  that  formal  agreements 
and  conditions  be  disclosed  in  writing. 

•  Expansion  of  cease  and  desist  and  temporary 
cease  and  desist  authority  to  permit  agencies  to 
order  institutions  and  institution-affiliated  par¬ 
ties  to  take  affirmative  action  to  remedy  vio¬ 
lations  of  law  and  unsafe  and  unsound 
practices. 

The  offshore  shell  bank  unit  of  the  division  worked 
throughout  the  year  with  local,  national,  and  inter¬ 
national  law  enforcement  authorities.  This  included 
providing  information  and  expert  testimony.  The  divi¬ 
sion  continued  to  alert  the  banking  industry  to  the 
existence  of  fraudulent  and  questionable  practices  in 
this  area. 
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Legislative  and  Regulatory  Analysis 

The  Legislative  and  Regulatory  Analysis  Division 
(LRAD)  has  four  basic  functions.  It  provides  legal  ad¬ 
vice  to  OCC  officials  on  pending  legislation  that  may 
affect  OCC  or  the  national  banking  system;  it  acts  as 
counsel  to  the  Comptroller  in  agency  administrative 
enforcement  proceedings;  it  administers  OCC’s  ethics 
program;  and  it  analyzes  OCC  regulations  and  policies 
for  compliance  with  various  legal  requirements  im¬ 
posed  by  statutes  and  executive  orders. 

In  1990,  LRAD  attorneys  drafted  legislative  proposals, 
analyzed  pending  legislation,  prepared  briefing  mate¬ 
rials,  participated  in  formulating  OCC  positions  on 
pending  legislation,  responded  to  congressional  in¬ 
quiries,  and  helped  prepare  OCC  testimony  before 
Congress.  Legislative  topics  included  bank  com¬ 
petitiveness,  financial  industry  restructuring,  deposit 
insurance  reform,  and  regulatory  restructuring.  LRAD 
attorneys  also  analyzed  legislative  proposals  to 
strengthen  regulatory  enforcement  authority,  thrift  and 
bank  fraud,  bank  secrecy,  and  money  laundering. 

LRAD  also  monitored  legislation  and  kept  OCC  man¬ 
agement  informed  of  significant  developments  on 
other  topics,  including: 

•  Consumer  issues,  including  Community  Re¬ 
investment  Act  disclosure,  government  check 
cashing  and  basic  banking,  flood  insurance, 
Fair  Credit  Reporting  Act  Amendments,  T ruth  in 
Savings,  accountability  of  mortgage  lenders, 
and  escrow  account  disclosure  to  mortgagors; 

•  International  lending  and  fair  trade  and  inter¬ 
national  competitiveness; 

•  Securities  powers  for  banks,  stabilization  of 
securities  markets; 

•  Enforcement  of  securities  laws,  and  prohibiting 
sales  of  securities,  and; 

•  Miscellaneous  issues,  including  lender  liability 
for  environmental  cleanup  costs,  geographic 
expansion,  Freedom  of  Information  Act 
amendments,  and  administrative  law  issues 
such  as  negotiated  rulemaking  and  dispute 
resolution 

As  counsel  to  the  Comptroller  in  administrative  en¬ 
forcement  proceedings,  LRAD  attorneys  advised  the 
Comptroller  and  drafted  orders  for  various  motions.  For 
example,  staff  attorneys  worked  on  six  final  decisions  in 


civil  money  penalty  and  cease  and  desist  order  cases. 
They  also  worked  with  interagency  groups  to  prepare 
uniform  rules  of  practice  and  procedure  and  establish 
a  pool  of  administrative  law  judges.  Both  of  these 
projects  were  mandated  by  FIRREA. 

During  1990,  LRAD  assisted  in  the  development  of  22 
Federal  Register  rules  and  notices.  Among  the  most 
noteworthy  were: 

Proposed  and  final  rules  on  Real  Estate 
Appraisals  (12  CFR  34)  and  Assessments  and 
Other  Fees  (12  CFR  8); 

Final  rules  on  Limitations  on  Payment  of  Divi¬ 
dends  including  treatment  of  the  Allowance  for 
Loan  and  Lease  Losses  (12  CFR  5  and  7); 

Rules  of  Practice  and  Procedure  (12  CFR  19); 

Loans  to  Foreign  Governments  (12  CFR  32); 

Temporary  rules  on  Changes  in  Directors  and 
Senior  Executive  Officers  (12  CFR  5); 

Community  Reinvestment  Act  Disclosures 
(12  CFR  25); 

Proposed  rules  on  Risk-Based  Capital  Guidelines 
Amendments  (12  CFR  3); 

Fiduciary  Powers  of  National  Banks  and  Col¬ 
lective  Investment  Funds  (12  CFR  9. 1 0  and  9. 1 8); 
and, 

Advance  notice  of  proposed  rulemaking  on  Capi¬ 
tal  Treatment  of  Intangible  Assets  (12  CFR  3). 


At  the  end  of  1 990,  approximately  26  rulemakings  were 
under  development,  including:  final  rules  to  follow  each 
of  the  proposed  rules  Isted  above;  an  advance  notice 
of  proposed  rulemaking  on  Conflict  of  Interest  in  Debt 
Securities  (12  CFR  9);  and  proposed  rules  regarding 
Extensions  of  Credit  to  Insiders  (12  CFR  31),  Insider 
Transactions  Other  Than  Loans  (12  CFR  31)  and  Re¬ 
course  Arrangements  (12  CFR  32). 

In  1990,  the  division  also  prepared  the  Semiannual 
Agenda  of  Regulatory  Actions  and  continued  its  re¬ 
sponsibility  for  administering  OCC’s  conflict  of  interest 
policies  and  the  Treasury  Department's  standards  of 
conduct.  In  this  regard,  LRAD  reviews  all  Confidential 
Statements  of  Employment  and  Financial  Interests  filed 
by  Washington-based  personnel.  The  division  also 
promotes  compliance  with  ethics  standards. 
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Securities  and  Corporate  Practices 

The  Securities  and  Corporate  Practices  Division  pro¬ 
vides  legal  advice  to  the  OCC  and  the  public  on  federal 
securities  and  national  banking  laws,  including  the 
Glass-Steagall  Act,  relating  to  bank  securities-related 
activities.  It  also  provides  legal  advice  on  provisions  of 
the  national  banking  laws  affecting  capital  structure, 
corporate  practices,  collective  investment  activities, 
trust  activities,  and  accounting  issues  affecting  na¬ 
tional  banks.  The  division  administers  and  enforces  the 
federal  securities  laws  affecting  national  banks  with 
publicly  traded  securities,  including  the  Securities  Ex¬ 
change  Act  of  1934  (Exchange  Act)  and  the  Comp¬ 
troller’s  Securities  Exchange  Act  Disclosure  Rules,  12 
CFR  11.  The  division  administers  and  enforces  the 
Comptroller’s  Securities  Offering  Disclosure  Rules,  12 
CFR  16,  which  apply  to  national  banks  making  public 
and  private  offers  and  sales  of  their  securities.  Further, 
the  division  administers  the  OCC's  enforcement  pro¬ 
gram  as  it  relates  to  national  bank  violations  of  the 
federal  securities  laws  applicable  to  bank  municipal 
and  government  securities  dealers,  bank  transfer 
agents,  and  other  bank  securities  activities.  The  divi¬ 
sion  also  enforces  and  provides  interpretive  advice  on 
the  Change  in  Bank  Control  Act  of  1978  (CBCA).  Fi¬ 
nally,  the  division  acts  as  liaison  with  federal  and  state 
securities  regulatory  agencies,  including  the  Securities 
and  Exchange  Commission  (SEC). 

In  1 990,  the  division’s  enforcement  program  included  a 
number  of  investigations  and  enforcement  actions 
against  national  banks  and  affiliated  persons  for  vio¬ 
lations  of  securities  and  banking  laws.  Under  the  au¬ 
thority  granted  to  the  OCC  by  FIRREA  to  proceed 
against  parties  affiliated  with  a  national  bank,  the  divi¬ 
sion  initiated  two  investigations  in  1990  involving  attor¬ 
neys  and  accountants.  Other  enforcement  actions 
included: 

•  a  successful  settlement  of  an  action  against  a 
bank  for  extensive  violations  of  the  transfer 
agent  rules  under  the  Exchange  Act; 

•  the  conclusion  of  a  formal  investigation  and  the 
ongoing  consideration  of  enforcement  options 
against  individuals  for  violations  of  the  antifraud 
provisions  of  the  federal  securities  laws  and 
Municipal  Securities  Rulemaking  Board  regu¬ 
lations  on  customer  trades; 

•  an  investigation  and  remedial  enforcement  ac¬ 
tion  involving  commercial  paper  sales  activities 
by  two  national  banks;  and, 

•  consideration  of  enforcement  options  against 
the  presidents  and  directors  of  two  national 


banks  for  OCC  offering  circular  regulation 
violations. 

The  division’s  national  bank  trust  activity  issues  in¬ 
cluded  the  extensive  involvement  in  considering  pro¬ 
posed  amendments  to  OCC’s  common  trust  fund  regu¬ 
lations.  The  OCC’s  general  authority  to  regulate  na¬ 
tional  bank  trust  activities  was  also  confirmed  in  a 
lengthy  opinion.  The  division  also  resolved  several 
issues  related  to  conflicts  of  interest  by  national  bank 
trustees,  including  requiring  reimbursement  to  trust 
accounts  by  two  national  banks  for  benefits  received 
by  the  banks  and  an  exhaustive  reconsideration  of  the 
OCC’s  positions  on  conflicts  of  interest  that  arise 
between  bank  trustees  and  mutual  funds.  The  division 
also  prepared  a  banking  circular  warning  national 
banks  that  offer  common  trust  funds  of  the  SEC’s  posi¬ 
tion  that  the  funds  must  be  registered  under  certain 
circumstances. 

Division  attorneys  also  provided  advice  and  opinions 
on  the  securities-related  activities  of  national  banks 
under  the  Glass-Steagall  Act  and  other  laws  and  regu¬ 
lations,  including  regulation  of  national  banks'  sales  of 
their  own  and  their  affiliates’  securities  on  bank  prem¬ 
ises;  disclosure  requirements  for  banks  subject  to  the 
prior  approval  restrictions  for  officers  and  directors 
imposed  under  section  914  of  FIRREA;  and  fund¬ 
raising  activities  by  national  bank  organizers.  The  divi¬ 
sion  also  reviewed  securities  law  disclosure  re¬ 
quirements  concerning  OCC  enforcement  activities. 

Projects  involving  corporate  governance  issues  in¬ 
volving  national  banks  included  issuing  opinions  set¬ 
ting  forth  circumstances  in  which  shareholders  and 
directors  may  act  through  unanimous  written  consent 
without  meetings;  establishing  strict  standards  for  ad¬ 
vancement  of  attorney  fees  to  individuals  subject  to 
OCC  civil  money  penalty  actions;  and  concerning 
cmpliance  with  national  bank  directors'  qualifying 
share  requirements. 

During  1990,  the  division  continued  to  review  offering 
circulars,  abbreviated  information  statements,  notices 
of  nonpublic  offering,  registration  statements,  annual 
and  special  meeting  proxy  materials,  tender  offer  and 
beneficial  ownership  materials,  periodic  reports,  and 
other  reports  required  to  be  filed  with  the  OCC  pursuant 
to  the  Comptroller’s  securities  disclosure  rules  and 
merger  application  procedures. 

In  addition  to  fulfilling  the  OCC’s  securities  disclosure 
review  responsibilities,  the  division  assists  the  SEC  in 
its  law  enforcement  obligations.  During  1990,  the  SEC 
formed  two  financial  institutions  task  forces,  requiring 
extensive  liaison  efforts  by  the  division.  For  example, 
the  SEC  requested  that  division  attorneys  help  review 
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securities  disclosure  filings  submitted  to  the  SEC  by 
bank  holding  companies  with  national  bank  subsidiar¬ 
ies  Hence  the  division  reviewed  numerous  filings  at  the 
request  of  the  SEC,  incorporating  this  activity  into  the 
division's  disclosure  review  program.  Further,  division 
attorneys  identified  a  number  of  apparent  securities 
law  violations  under  the  jurisdiction  of  the  SEC  and 
referred  them  to  the  SEC  and  provided  follow-up  as¬ 
sistance  in  the  SEC's  subsequent  investigations.  Fin¬ 
ally,  the  division  prepared  a  banking  circular  advising 
the  industry  of  the  interagency  cooperation  between 
the  OCC  and  SEC  regarding  securities  filings  reviews, 
referrals,  and  sharing  of  information. 


Legal  Advisory  Services 

The  Lega1  Advisory  Services  Division  (LASD)  provides 
legal  advice  and  opinions  to  the  examining,  policy,  and 
administrative  divisions  of  the  OCC,  its  district  and  field 
offices,  national  banks,  attorneys,  and  the  public. 
LASD  is  divided  into  three  practice  groups.  Each  group 
generally  is  responsible  for  all  questions  arising  from 
specific  districts  and  banks  within  those  districts.  For 
matters  not  arising  from  specific  banks  or  OCC  dis¬ 
tricts,  the  practice  groups  retain  responsibility  for  spe¬ 
cific  subject  areas. 

During  1990,  LASD  provided  legal  services  relating  to 
OCC  bank  examination  and  compliance  issues,  cor¬ 
porate  and  licensing  activities,  OCC  responsibilities  for 
troubled  and  failing  institutions,  administrative  func¬ 
tions,  and  OCC  legislative  and  public  affairs  activities. 
It  also  provided  legal  advice  on  financial  products  and 
services  offered  by  or  sought  to  be  offered  by  national 
banks.  In  addition,  the  division  helped  draft  several 
regulations,  both  those  proposed  for  comment  and 
final  rules. 

The  division  undertook  the  following  projects  in  1990: 
Advisory  matters 

•  Legal  assistance  and  support  for  issues  re¬ 
lating  to  Bank  of  New  England  and  its  affiliates. 

•  Legal  assistance  and  support  for  issues  re¬ 
lating  to  National  Bank  of  Washington. 

•  Legal  assistance  and  support  for  issues  re¬ 
lating  to  Maryland  National  Bank  and  its 
affiliates. 

•  Legal  assistance  and  support  for  con¬ 
servatorships  created  at  National  Bank  of 
Washington,  Southwest  National  Bank,  and 
Capitol  Bank,  N  A 


•  Legal  advice  on  OCC  intervention  and  closing 
of  federal  branches  and  agencies  of  Iraqi  and 
Kuwaiti  banks. 

•  Technical  assistance  to  the  Treasury  Depart¬ 
ment  on  financial  services  agreements  to  be 
included  in  the  General  Agreement  on  Tariffs 
and  Trade. 

•  Legal  advice  on  the  use  of  debt-equity  swaps 
by  national  banks. 

•  Legal  advice  and  opinions  on  the  direct  con¬ 
version  of  federal  stock  thrifts  to  national  banks 
under  the  provisions  of  the  National  Bank  Act. 

•  Legal  advice  and  opinions  on  the  sale  by  a 
national  bank,  as  agent,  of  fixed-rate,  variable- 
rate,  and  blended-rate  annuities  products. 

•  Issuing  approvals  in  cross-county  applications 
filed  with  OCC  as  a  result  of  the  previously 
approved  Deposit  Guaranty  decision,  including 
approvals  issued  in  Indiana  and  Alabama. 

•  Issuing  approvals  involving  an  interstate  main 
office  relocation  application  which  included  re¬ 
tention  of  branches  at  the  former  location. 

•  Legal  advice  and  opinions  concerning  national 
bank  involvement  in  emergency  thrift  acqui¬ 
sitions. 

•  Legal  advice  and  opinions  concerning  the  abil¬ 
ity  of  national  banks  to  engage  in  asset  man¬ 
agement  for  the  Resolution  Trust  Corporation. 

•  Review  of  community  development  corporation 
proposals  by  national  banks. 

•  Legal  support  and  assistance  involving  imple¬ 
mentation  of  the  OCC's  new  compensation 
plan. 

•  Legal  support  and  assistance  involving  the  re¬ 
location  of  the  Washington  headquarters  of  the 
OCC. 


Regulations 

•  Amendment  to  12  CFR  Part  3  to  include  a 
leverage-based  capital  ratio  consistent  with  the 
definition  in  the  risk-based  capital  guidelines. 

•  Amendment  to  12  CFR  Part  7  deleting  sections 
7.6100  and  7  6125  and  amending  12  CFR  Part 
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5  to  include  new  regulations  clarifying  the  cal¬ 
culation  of  dividend  payments  by  national 
banks. 

•  Amendment  to  12  CFR  Part  3  to  provide  tech¬ 
nical  clarification  of  risk-based  capital 
guidelines. 

•  Amendment  to  12  CFR  Part  5  to  implement  the 
requirements  of  section  914  of  FIRREA. 

•  Amendments  to  12  CFR  Part  34  to  include  new 
regulations  governing  real  estate  appraisals  by 
national  banks  to  comply  with  title  XI  of  FIRREA. 

•  Proposed  amendment  to  12  CFR  Part  32  to 
simplify  and  clarify  the  lending  limit  regulation 
with  particular  emphasis  on  combination  rules. 

•  Proposed  amendment  to  12  CFR  Part  32  in¬ 
volving  lending  limit  treatment  of  loan 
commitments. 

•  Proposed  creation  of  12  CFR  Part  23  regarding 
lease  finance  transactions  by  national  banks. 

•  Proposed  amendment  to  12  CFR  Part  25  to 
incorporate  a  provision  required  by  FIRREA 
involving  public  dsclosure  of  written  evalu¬ 
ations  assessing  an  institution’s  CRA 
performance. 


•  Proposed  amendment  to  12  CFR  Part  21  to 
eliminate  references  to  obsolete  bank  security 
measures  and  implement  a  FIRREA  amend¬ 
ment  to  the  Bank  Protection  Act  of  1968 

•  Advanced  notice  of  proposed  rulemaking  on 
treatment  of  mortgage  servicing  rights  under 
risk-based  capital  guidelines. 

•  Request  for  public  comment  on  an  FFIEC  pro¬ 
posal  covering  the  treatment  of  asset  sales  with 
recourse,  and  recourse  arrangements  gen¬ 
erally  for  reporting,  capital,  and  lending  limit 
purposes. 


Paralegal  Unit 

LASD’s  paralegal  specialists  continued  to  provide  ser¬ 
vices  in  the  consumer  and  other  areas,  including  re¬ 
viewing  and  responding  to  consumer  complaints  in¬ 
volving  national  banks.  The  paralegals  also  handled 
appeals  of  consumer  complaints  forwarded  from 
OCC’s  six  districts.  During  1990,  the  unit  received  796 
consumer  complaints  and  completed  730  complaints. 

The  paralegals  have  continued  to  provide  assistance 
to  attorneys  within  the  Law  Department.  In  addition,  the 
paralegal  unit  coordinated  the  statutory  updates  for  the 
Comptroller’s  Manual  for  National  Banks. 


Administration 


Management  Improvement 

Management  Improvement  provides  advice  to  the 
Senior  Deputy  Comptroller  for  Administration  to  assure 
OCC  compliance  with  the  Federal  Managers’  Financial 
Integrity  Act  (FMFIA),  the  Federal  Banking  Agency 
Audit  Act  (FBAAA),  the  Inspector  General  Act  Amend¬ 
ments  of  1988,  and  executive  branch  management 
improvement  initiatives.  Privatization,  information  re¬ 
sources  management,  computer/data  security,  pro¬ 
ductivity,  and  total  quality  management  are  examples 
of  such  initiatives.  The  division  oversees  OCC  par¬ 
ticipation  in  these  initiatives  and  serves  as  liaison  with 
the  U.S.  General  Accounting  Office  and  the  Depart¬ 
ment  of  the  Treasury's  Inspector  General  (IG). 

In  1990  the  Department  of  the  Treasury  increased  its 
oversight  over  its  bureaus,  including  the  OCC,  to  as¬ 


sure  that  all  significant  management  and  internal  con¬ 
trol  weaknesses  were  identified  and  to  assure  that 
weaknesses  will  be  addressed.  In  response,  the  divi¬ 
sion  took  steps  to  assure  that  management  responded 
to  audit  recommendations,  provided  more  frequent 
status  reports  to  the  Treasury  Department,  and  par¬ 
ticipated  in  a  Treasury  Department  Inventory,  Tracking, 
Closure  System  (ITC),  an  on-line,  automated  system 
that  monitors  and  reports  on  findings  and  corrective 
actions  associated  with  internal  and  external  audits, 
FMFIA  reviews  and  deficiencies,  and  investigative  sta¬ 
tistics.  ITC  also  captures  and  tracks  management 
alerts  or  early  warnings  of  matters  needing  senior  man¬ 
agement's  attention.  In  1990,  the  division  also  de¬ 
signed  a  training  program  to  provide  auditors  from  the 
IG's  office  with  working  knowledge  of  OCC’s  mission 
and  its  bank  supervision  activities. 
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Supervisory  Systems 

The  Deputy  Comptroller  for  Supervisory  Systems  over¬ 
sees  the  design,  development,  enhancement,  and 
maintenance  of  supervisory  information  systems  and 
information  activities;  coordinates  and  promotes  the 
development  of  analytical  techniques  using  advanced 
technology;  and  fosters  confidence  in  supervisory  pro¬ 
cesses  and  information  through  a  quality  improvement 
process. 

Quality  Improvement 

OCC  has  implemented  a  nationwide  quality  improve¬ 
ment  (Ql)  program  to  enable  the  agency  to: 

•  Help  employees  reach  their  highest  potential. 

•  Create  an  environment  of  continuous  improve¬ 
ment. 

•  Improve  OCC's  problem  solving  ability. 

•  Improve  operational  efficiency. 

•  Reduce  organizational  bureaucracy. 

Under  the  direction  of  a  quality  council,  the  OCC  ul¬ 
timately  will  implement  three  separate,  but  interrelated, 
quality  improvement  initiatives,  each  of  which  involves 
different  approaches  to  quality  improvement.  The  initi¬ 
atives  are: 

•  Quality  Improvement  Teams  —  At  all  levels  of 
the  OCC,  employees  work  together  in  teams  to 
improve  the  quality  of  products  and  services. 
These  teams  solve  problems,  investigate  po¬ 
tential  problems,  and  maximize  opportunities 
for  improvement  by  using  the  Ql  Improvement 
Process. 

•  Quality  Planning  —  The  OCC  identifies  priority 
goals  in  which  it  plans  to  devote  its  energy  and 
resources  to  make  improvements  and  struc¬ 
tures  its  performance,  communication,  and  co¬ 
ordination  to  achieve  these  goals.  The  Quality 
Improvement  Teams  may  select  other  oppor¬ 
tunities  which  enhance  these  goals. 

•  Quality  in  Daily  Activities  —  Employees  use  Ql 
problem-solving  to  retain  the  successes 
achieved  in  the  improvement  projects  by  in¬ 
tegrating  quality  into  daily  work  through  appli¬ 
cation  of  the  Plan-Do-Check-Act  cycle  to 
achieve  incremental  improvements  necessary 
to  meet  customer  needs  and  reasonable 
expectations 


Implementation  of  each  phase  of  the  quality  improve¬ 
ment  initiatives  is  estimated  to  take  two  to  three  years. 
OCC  piloted  the  program  in  the  Southeastern  District 
and  several  Washington  offices  during  1989.  Nation¬ 
wide  implementation  began  in  the  fourth  quarter  of 
1989  and  continued  through  1990. 

Supervisory  Information 

The  Supervisory  Information  Division  supports  OCC 
bank  supervision  functions  by  administering  and  re¬ 
fining  mainframe  supervisory  information  systems,  in¬ 
tegrating  them  into  the  agency’s  examination  pro¬ 
cesses  through  training  and  communications,  and 
providing  analytical  assistance  to  extract  and  interpret 
bank  supervision  information.  The  division  also  coordi¬ 
nates  interagency  activities  associated  with  pro¬ 
cessing  quarterly  bank  and  bank  holding  company 
financial  data. 

The  division  is  a  key  player  in  designing,  developing, 
and  maintaining  the  OCC’s  Supervisory  Information 
Systems  (SIS).  The  mainframe  systems  used  to  support 
OCC  bank  supervision  functions  include  the: 

•  Community  Bank  Scoring  System  (CBSS)  —  An 
automated  system  used  since  July  1985  to 
identify  potentially  unstable  banks  under  $1 
billion  in  assets. 

•  National  Bank  Surveillance  Video  Display 
System  (NBSVDS)  —  An  ad  hoc  query  system 
used  to  access  OCC  databases  that  contain 
quarterly  ratios  and  financial  information  on 
bank  and  bank  holding  companies,  examina¬ 
tion  results,  and  other  supervisory  information. 

•  Supervisory  Monitoring  System  (SMS)  —  An 
on-line  system  used  by  OCC  examiners  to  re¬ 
cord  the  supervisory  history,  plans,  and  exami¬ 
nation  activities  conducted  for  each  institution 
supervised  by  the  OCC.  OCC  personnel  as  well 
as  Federal  Reserve  and  FDIC  personnel  use 
this  system  to  retrieve  information. 

During  1990,  the  division  undertook  programs  to  meet 
the  changing  needs  of  bank  supervision  and  to  im¬ 
prove  national  bank  and  bank  holding  company  infor¬ 
mation.  It  employed  a  consultant  to  assess  the  OCC’s 
bank  supervision  information  needs  and  to  recom¬ 
mend  enhancements  to  short-  and  long-term  MIS 
initiatives. 

Supervisory  Research 

Supervisory  Research  identifies,  researches,  de¬ 
velops,  and  promotes  microcomputer  technology  to 
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improve  OCC  supervision.  It  develops  financial  mod¬ 
eling  and  advanced  financial  analysis  techniques; 
tests  software  tools;  and  analyzes  proposals  involving 
technological  applications  of  bank  supervision. 

Computer  technology  plays  a  significant  role  in  the 
OCC's  supervision  of  national  banks.  New  technology 
such  as  microcomputers,  networking,  and  applications 
provides  examiners  with  direct  access  to  databases, 
downloading,  data  processing,  and  word  processing, 
thereby  enhancing  the  effectiveness  of  bank 
examination. 

Major  projects  included: 

Deployment  of  a  microcomputer  expert  system 
that  analyzes  a  Uniform  Bank  Performance  Re¬ 
port  (UBPR); 

Administration  of  the  OCC  microcomputer  User 
Group; 

Development  of  a  capital  projection  model  under 
risk-based  capital  guidelines,  and; 

Research  and  development  of  an  expert  system 
for  interest  rate  risk  analysis. 

The  Supervisory  Research  Division  continues  to  de¬ 
velop  new  computer  applications  for  bank  supervision, 
such  as  an  expert  system  for  the  Net  Interest  Margin 
Model  and  Bank  Expert  (BERT)  version  2.  The  appli¬ 
cations  incorporate  call  report  data  downloaded  from 
the  OCC’s  mainframe  computer.  Finally,  the  unit  man¬ 
ages  a  local  area  network  that  connects  five  OCC 
divisions  and  60  microcomputers. 

Systems  and  Financial  Management 

The  Deputy  Comptroller  for  Systems  and  Financial 
Management  (S&FM)  is  the  OCC’s  chief  financial  offi¬ 
cer  and  has  primary  responsibility  for  automated  infor¬ 
mation  systems  development  and  operation  for  the 
OCC.  Support  for  the  information  systems  (MIS)  is 
provided  through  four  MIS  units  reporting  to  the  Deputy 
Comptroller:  the  Applications  Development  Division, 
the  User  Support  Division,  the  Systems  Support  Divi¬ 
sion,  and  the  MIS  Coordination  unit.  These  units  pro¬ 
vide  user  support  and  allow  for  the  development  and 
operation  of  larger  and  more  sophisticated  information 
systems.  The  Deputy  Comptroller  serves  as  Chairman 
of  the  MIS  Committee,  which  sets  policies  and  priorities 
for  information  systems  development  at  the  OCC. 

The  Deputy  Comptroller  is  also  responsible  for  en¬ 
suring  that  the  OCC’s  financial  resources  are  used 
efficiently.  This  includes  developing  an  effective  oper¬ 


ating  budget,  controlling  payments  appropriately,  and 
providing  comprehensive  financial  reports  and  policy 
guidance  on  financial  issues.  The  Deputy  Comptroller 
also  serves  as  a  member  of  the  career  development 
committee,  which  seeks  to  maintain  the  best  manage¬ 
ment  talent  for  the  OCC.  Finally,  the  Deputy  Comp¬ 
troller  serves  on  a  number  of  other  task  forces  con¬ 
cerned  with  OCC-wide  issues. 

MIS  Coordination 

MIS  Coordination  coordinates  the  use  of  information 
resources  to  support  the  management  information 
system  requirements  of  the  OCC.  This  includes  sup¬ 
porting  the  development  of  operating  and  longer  range 
plans,  developing  policies  and  procedures  for  MIS, 
providing  administrative  support  to  the  other  MIS  divi¬ 
sions  in  S&FM,  maintaining  security  controls  over  ac¬ 
cess  to  automated  information  systems,  serving  as 
liaison  to  the  Treasury  Department  on  MIS  issues,  and 
conducting  special  projects  and  studies  in  MIS.  In 
1990  MIS  Coordination: 

•  Supported  the  MIS  Committee,  which  provides 
advice  and  guidance  on  MIS  plans,  policies, 
and  priorities  to  the  Deputy  Comptroller  for 
S&FM  and  the  OCC  Policy  Group. 

•  Completed  a  long  range  MIS  study  to  improve 
OCC’s  MIS  planning  and  coordination. 

•  Coordinated  the  annual  MIS  operating  plan  with 
the  MIS  divisions,  the  MIS  Committee,  and 
OCC’s  districts. 

•  Sponsored  meetings  with  the  district  MIS  Man¬ 
agers  to  coordinate  MIS  initiatives  affecting 
OCC’s  field  operations.  For  example,  four  joint 
DA/MIS  Committee  meetings  were  held  to  in¬ 
crease  district  involvement  in  decisions  of  im¬ 
portance  to  the  field. 

•  Assured  that  OCC’s  automated  information  se¬ 
curity  policies  and  procedures  protected  sen¬ 
sitive  data  and  OCC  resources.  The  MIS  Com¬ 
mittee  also  improved  the  risk  analysis  program 
and  held  computer  security  awareness  brief¬ 
ings  throughout  1990. 

•  Provided  technical,  administrative,  and  opera¬ 
tional  support  to  management  and  staff  re¬ 
porting  to  the  Deputy  Comptroller.  The  Commit¬ 
tee  implemented  Emc2/TAO,  the  OCC’s  new 
corporate  electronic  mail  system,  and  con¬ 
ducted  a  nationwide  training  program  in  its  use 

•  Provided  internal  support  to  other  MIS  divisions 
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on  personnel  matters  such  as  the  new  OCC 
compensation  program.  The  committee  also 
supplied  advice  to  the  SSD  Restructure  Task 
Force,  which  reviews  data  center  admin¬ 
istration  and  operations. 

•  Provided  planning  and  budget  support  to  the 
other  MIS  divisions  to  ensure  effective  use  of 
funding.  Maintained  and  enhanced  an  auto¬ 
mated  reporting  system  to  track  budget,  com¬ 
mitments,  and  expenses.  Monitored  the  1990 
MIS  budget  and  coordinated  the  1991  MIS 
plans  and  budgets. 


Applications  Development 

The  Applications  Development  Division  (ADD)  is  re¬ 
sponsible  for  all  application  systems  development, 
maintenance,  and  support  activities.  The  division  is 
organized  into  the  Applications  Systems  (ApSys)  and 
Applications  Support  (ApSup)  areas.  ApSys  consists 
of  four  branches:  Supervisory  Systems  1  &  2,  Admin¬ 
istrative  Systems,  and  Financial  Systems.  These 
branches  analyze,  design,  develop,  implement,  and 
maintain  all  OCC  mainframe  application  systems. 
ApSup  supports  Applications  Systems  and  is  made  up 
of  three  branches:  Applications  Research,  Cuality  As¬ 
surance,  and  Data  Administration.  Applications  Re¬ 
search  explores  new  tools  and  methodologies;  Cuality 
Assurance  develops  standards  and  procedures,  in¬ 
cluding  the  Application  Development  Life  Cycle 
(ADLC),  to  assure  quality  products,  and  Data  Admin¬ 
istration  oversees  OCC’s  Corporate  Data  Management 
program. 

Significant  accomplishments  in  1990  included: 

•  Continued  development  of  the  ADP  Standards 
and  Procedures  Manual  to  enhance  control  and 
quality  of  ADD's  activities. 

•  Continued  implementation  and  refinement  of 
the  Application  Development  Life  Cycle.  ADD 
used  the  ADLC  methodologies  on  the  following 
major  new  applications: 

—  Home  Mortgage  Disclosure  Act; 

Supervisory  Data  System  (formerly  the 

AEGIS/MS  Integration  Project); 

National  Finance  Center  Payroll/Personnel 

Conversion  Project; 

Institution  Data  Base  Conversion  Project. 


•  ADD  improved  staff  training  and  developed 
appropriate  standards  for  documentation. 


Systems  Support 

The  Systems  Support  Division  (SSD),  located  at  the 
OCC’s  Centre  Pointe  data  center  facility  in  Landover, 
Maryland,  operates  OCC’s  mainframe  computer  fa¬ 
cility  and  its  software,  along  with  the  agency’s  tele¬ 
communications  network,  both  voice  and  data.  The 
division  has  two  units,  Data  Center  Operations  and 
Telecommunications. 

The  Data  Center  Operations  (DCO)  unit  consists  of  four 
branches.  The  Data  Base  Administration  branch  de¬ 
velops  and  maintains  physical  data  bases  used  by 
OCC.  The  Systems  Programming  branch  maintains  the 
operating  systems  that  run  the  mainframe  hardware 
and  also  installs  all  software  products  used  on  the 
mainframe.  The  Operations  branch  oversees  the  oper¬ 
ations  of  the  mainframe  and  report  processing  and 
distribution.  The  Operations  branch  is  maintained  by 
contractors,  providing  a  24-hour  operations  service. 
The  Customer  Services  branch  oversees  production 
control  and  assists  OCC  personnel,  through  the  "help 
desk,"  with  problems  dealing  with  mainframe  and  per¬ 
sonal  computer  support. 

The  DCO  unit  also  assures  the  security  of  the  Centre 
Pointe  facility  and  monitors  the  overall  performance  of 
the  system.  A  capacity  plan  is  prepared  annually  to 
project  OCC  mainframe  and  data  communication  net¬ 
work  needs  for  the  foreseeable  future.  Established 
targets  are  monitored  monthly  to  assure  the  success  of 
operations. 

The  Telecommunications  unit  has  two  branches,  Voice 
Communications  and  Data  Communications.  The 
Voice  Communications  branch  maintains  the  tele¬ 
phone  systems  used  at  headquarters  and  district  of¬ 
fices.  It  also  provides  advice  to  field  offices  and  duty 
stations.  In  addition,  the  branch  manages  OCC  use  of 
the  Federal  Telecommunications  Systems  (FTS)  and 
works  with  the  Treasury  Department  and  the  General 
Services  Administration  (GSA)  on  major  tele¬ 
communications  procurements.  The  Data  Communica¬ 
tions  branch  maintains  and  operates  the  OCC  data 
communications  network  and  value  added  network 
(VAN),  which  is  used  when  dialing  in  from  remote 
locations.  This  requires  working  with  district  personnel 
and  other  Washington  divisions  to  coordinate  all  office 
relocations. 

In  1990,  the  division  conducted  a  mock  disaster  ex¬ 
ercise  at  the  Data  Center  in  September  The  test  exam- 
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ined  OCC's  ability  to  restore  operations  at  the  remote 
site.  The  required  backup  materials  were  retrieved  and 
transported  to  the  disaster  recovery  hot  site.  The  ex¬ 
ercise  concluded  with  a  national  test  of  OCC’s  private 
data  network.  A  review  of  the  mock  disaster  identified 
minor  adjustment  requirements  in  SSD  procedures 
and  team  structure. 

The  division  also  developed  and  distributed  three  “Re¬ 
quests  for  Proposal  (RFP).”  Since  contracts  for  facilities 
management  support,  systems  integration,  and  dis¬ 
aster  recovery  facility  will  expire  during  the  second 
quarter  of  1991,  the  division  began  planning  for  the 
development  and  distribution  of  RFPs  to  obtain  con¬ 
tractor  support  for  these  three  MIS  functions.  Contract 
awards  are  expected  to  take  place  during  the  second 
quarter  of  1991 . 

User  Support 

The  User  Support  Division  (USD)  maintains  OCC’s 
office  automation  (OA)  and  user  support  programs. 
This  includes  managing  the  OA  (microcomputer  and 
word  processing)  program  and  coordinating  the  im¬ 
plementation  of  equipment  and  software  and  evalu¬ 
ating  new  technology  to  provide  improved  office  auto¬ 
mation  equipment  and  software  for  users. 

In  1990,  the  User  Support  Division: 

•  Replaced  all  Corona  325  microcomputers  and 
significantly  increased  laser  printer  support 
and  helped  to  set  up  systems  and  provide 
training  in  the  Washington  headquarters. 

•  Coordinated  the  OA  planning  process  for  1991 
by  providing  technical  expertise  to  planning 
units,  analyzing  all  requests,  developing  a  de¬ 
tailed  plan,  and  presenting  it  to  the  MIS 
Committee. 

•  Coordinated  the  work  of  the  “Information  Auto¬ 
mation  Working  Group,”  which  brings  users 
together  to  examine  the  feasibility  of  automating 
the  delivery  of  textual  information,  and  briefed 
the  MIS  Committee  on  these  efforts. 

•  Supported  development  of  a  standard  Local 
Area  Network  (LAN)  for  OCC  by  coordinating 
the  acquisition  of  a  LAN  for  the  administrative 
area,  assisting  in  the  conversion  of  current 
LANs  to  the  OCC  standard  (Banyan),  and  con¬ 
ducting  research  on  the  configuration  of  LANs 
in  the  new  headquarter’s  building  to  be  occu¬ 
pied  in  1991. 

•  Developed  separate  microcomputer  software 


development  guidelines  for  end  users  and  cor¬ 
porate  developers. 

•  Coordinated  office  automation  systems  for 
Washington  headquarters  by  installing 
systems,  troubleshooting  problems,  operating 
the  headquarters  telecommunication  network, 
helping  users  develop  microcomputer  software 
systems,  and  managing  the  telephone  system 
for  headquarters. 

•  Expanded  the  ad  hoc  query  capability  for  users 
by  developing  specialized  Focus  data  bases 
from  extracted  corporate  production  data 
bases.  This  included  maintenance  of  a  Focus 
system  to  retrieve  time  reporting  information 
and  initiation  of  a  similar  system  for  shared 
national  credit  information. 


Financial  Management 

The  Financial  Management  Division  promotes  efficient 
use  of  OCC’s  financial  resources  through  the  work 
performed  by  its  two  units,  Financial  Planning  and 
Analysis,  and  Accounting  and  Funds  Management. 

The  division  administers  the  OCC’s  revenue  and  ex¬ 
penditure  policy,  performs  financial  analysis,  designs 
and  operates  financial  models,  and  directs  the  OCC's 
budget  operation,  which  includes  working  with  the 
Treasury  Department  Budget  Office,  the  Office  of  Man¬ 
agement  and  Budget,  and  the  U.S.  Congress. 

In  addition,  the  division  collects  and  disburses  all  funds 
and  manages  OCC’s  financial  reporting  systems. 
Hence  the  division  records  OCC’s  financial  trans¬ 
actions  and  provides  financial  reports  for  manage¬ 
ment.  The  division  also  manages  the  OCC's  investment 
portfolio  and  directs  the  relocation  of  personnel.  In 
1990,  the  Financial  Management  Division: 

•  Assisted  district  and  Washington  units  with 
budgetary  matters. 

•  Issued  the  1991  Notice  of  Comptroller  of  the 
Currency  Fees. 

•  Performed  financial  analysis  of  OCC  programs 
to  ensure  maximum  utilization  of  funds. 

•  Executed  the  1990  operating  budget  and  form¬ 
ulated  the  1991  operating  budget. 

•  Collected  assessment  revenues  using  the 
Automated  Clearinghouse  process. 
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•  Implemented  an  on-line  automated  time  entry 
system. 

•  Streamlined  the  plan  budget  process. 

Financial  Review  and  Systems  Management 

The  Financial  Review  and  Systems  Management  Divi¬ 
sion  conducts  quality  control  reviews,  internal  control 
reviews,  and  implements  financial  systems.  In  1990, 
the  division: 

•  Completed  integration  of  an  automated  time 
entry  system  throughout  the  OCC  and  assisted 
in  the  training  of  OCC  timekeepers.  The  new 
system  increased  the  timeliness,  accuracy,  and 
efficiency  of  processing  employee  time  and 
attendance  data. 

•  Conducted  quality  control  reviews  of  OCC’s 
district  and  field  office  financial  operations. 

•  Modified  the  accounts  payable  system  to 
automatically  apply  outstanding  travel  ad¬ 
vances  and  thereby  significantly  reduce  the 
staff  hours  needed  to  manually  process  travel 
advances. 

•  Began  the  Applications  Development  Life 
Cycle  process  to  upgrade  the  General  Ledger 
and  Accounts  Payable  software  to  the  most 
current  release  from  the  vendor.  This  will  re¬ 
duce  future  maintenance  costs  and  improve 
efficiency. 

•  Began  an  analysis  of  the  impact  of  the  T reasury 
Department’s  conversion  to  the  National 
Finance  Center  (NFC)  personnel/payroll 
system  on  the  Time  Entry  system  and  other 
systems  which  use  payroll  data.  Began  the 
Application  Development  Life  Cycle  process  to 
determine  the  changes  necessary  for  the  Time 
Entry  system  to  record  and  transmit  time  and 
attendance  data  to  NFC. 

•  Served  on  a  nationwide  task  force  working  on 
streamlining  the  Time  and  Travel  Reporting 
System.  Coordinated  design  changes,  form 
redesigns,  the  training  of  district  and  Wash¬ 
ington  employees,  and  final  implementation  of 
the  system. 

•  Enhanced  financial  systems  and  managed 
production  problems. 

•  Conducted  quality  control  reviews  of  OCC's 
district  and  field  office  financial  operations 


Resource  Management 

Human  Resources 

During  1990,  the  Human  Resources  Division  com¬ 
pleted  the  groundwork  for  implementing  a  new  OCC 
compensation  program  in  1991.  Pay  Plan  OC  is  a  25 
grade  pay-for-performance  system  that  makes  com¬ 
pensation  in  the  OCC  comparable  to  pay  programs  of 
the  other  federal  financial  regulators,  as  mandated  by 
FIRREA. 

The  Human  Resources  Division  prepared  for  Pay  Plan 
OC  by,  among  other  things,  helping  to  conduct  a 
survey  of  salaries  paid  by  other  financial  regulators  and 
by  analyzing  the  responsibilities  of  most  OCC  posi¬ 
tions.  The  division  subsequently  helped  align  OCC 
positions  under  a  single  pay  structure  on  the  basis  of 
job  factors  such  as  communications,  problem  solving, 
planning,  budgeting,  policy  development,  internal  and 
external  contacts,  impact  on  internal  operations,  and 
independent  judgment.  As  with  former  pay  plans,  the 
new  program  seeks  to  recognize  top  performers  while 
allowing  managers  latitude  to  compensate  employees 
for  different  levels  of  performance. 

Human  Resources  also  supplied  management  with 
consulting  services  in  their  efforts  to  improve  district 
organizational  structure  and  operating  methods.  Other 
projects  included  an  analysis  of  the  OCC  printing  op¬ 
erations,  evaluations  of  national  program  policies  and 
procedures,  the  design  of  quality  control  systems, 
recommendations  for  streamlining  performance  man¬ 
agement,  and  advice  on  managing  change. 

The  division  continued  preparations  for  conversion  to 
an  automated  personnel  and  payroll  system  operated 
by  the  Department  of  Agriculture.  Unlike  other  auto¬ 
mated  programs,  the  new  system  streamlines  per¬ 
sonnel  actions  processing  by  linkage  to  the  system  that 
generates  subsequent  payroll  actions.  Conversion  to 
the  Agriculture  system  is  scheduled  for  1992. 

In  addition,  the  division  updated  policies  on  such 
topics  as  procedures  on  employee  assistance,  incen¬ 
tive  awards,  and  pre-exit  clearance.  It  also  issued 
policies  on  leave  transfer  and  compressed  work 
schedules  and  implemented  a  new  drug  testing 
program. 

Training  and  Performance  Development 

Training  and  Performance  Development  educates  and 
develops  personnnel  in  accordance  with  OCC  goals. 
In  1990,  the  division  was  reorganized  into  four  units: 
Washington  training,  computer-based  training,  man¬ 
agement  training,  and  administration/support. 
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The  Washington  Training  Unit  evaluates  all  training 
activities  conducted  in  Washington,  including  training 
sponsored  by  the  Federal  Financial  Institutions  Exami¬ 
nation  Council  (FFIEC)  as  well  as  the  OCC.  This  in¬ 
cludes  bank  supervision  training  for  bank  examiners  as 
well  as  general  and  communications  training  designed 
for  examiners  and  other  OCC  employees  based  in 
Washington,  D.C. 

In  1990,  the  unit  revised  the  FFIEC  Instructor  Training 
course  and  developed  and  hosted  pilot  sessions  for 
two  new  schools,  the  New  Supervisors  School  and  the 
Bank  Operations  School.  The  Washington  training  unit 
also  advises  OCC  employees  and  management  on 
training  policy  and  provides  program  and  course 
information. 

The  Management  Development  Unit  conducts  all  man¬ 
agement  training  within  OCC,  including  supervisory, 
managerial,  and  executive  training.  In  addition,  the  unit 
is  evaluating  ways  to  refine  OCC’s  current  career  de¬ 
velopment  programs  for  examiners  and  non¬ 
examiners. 

The  Administrative/Support  Unit  processes  all  training 
requests  for  Washington  personnel,  coordinates  mate¬ 
rials,  sets  up  all  training  classes,  issues  training  an¬ 
nouncements,  arranges  lodging  for  students  and  in¬ 
structors  from  the  districts,  maintains  a  computerized 
Training  Administration  System  (TAS),  and  supports 
the  other  units  in  Training  and  Performance  Develop¬ 
ment.  In  1 990, 1 69  sessions  of  OCC  and  FFIEC  training 
programs  were  conducted  for  2,329  students,  and  the 
unit  processed  906  Washington  employee  requests  for 
training  outside  of  the  agency. 

Equal  Employment  Programs 

The  Equal  Employment  Programs  (EEP)  Division  moni¬ 
tors,  evaluates,  and  assesses  EEO  and  affirmative 
employment  (AE)  conditions.  The  division  also  pro¬ 
vides  training,  advice,  and  guidance  to  managers, 
supervisors,  and  employees  on  EEO  and  AE  matters. 

During  1990,  the  division  worked  on  a  concept  of 
managing  diversity  in  the  workplace,  streamlined 
operational  procedures,  and  improved  program  mar¬ 
keting.  Major  projects  included: 

A  staff  planning  retreat  to  identify  priorities; 

A  national  conference  to  train  OCC  employees 

responsible  for  EEO,  plan  EEO  priorities  in  1991 

and  introduce  the  diversity  concept; 

Preparation  of  a  report  to  Congress  on  the 

agency’s  EEO/AE  program  activities  and  com¬ 


ments  to  the  Department  of  Treasury  and  the 
Equal  Employment  Opportunity  Commission  on 
proposed  regulations  on  federal  sector  complaint 
processing; 

Participation  in  an  evaluation  in  one  of  OCC's 
districts  relating  to  EEO/AE  responsibilities; 

Continued  development  of  a  managing  diversity 
training  module  for  employees; 

Production  of  training  video  on  sexual  har¬ 
assment,  and; 

consolidation  of  EEO  policy  issues  into  a  single 
issuance. 

The  division  was  also  involved  in  the  incorporation  of 
national  AE  issues  into  Washington  and  district  plans, 
participated  in  the  national  conferences  of  several  civil 
rights  organizations,  submitted  comments  on  per¬ 
sonnel  and  administrative  issues  involving  EEO,  cre¬ 
ated  a  division  logo,  worked  with  legal  staff  on  com¬ 
plaint  activities,  and  reviewed  educational  products  on 
diversity  management  for  possible  use  by  the  OCC. 


Administrative  Services 

The  Administrative  Services  Division  (ASD)  provides 
administrative  support  to  the  OCC  in  records  man¬ 
agement  and  library  services;  building  services;  leas¬ 
ing  and  property  management;  printing  and  graphics; 
and  procurement,  contracting,  and  property  and 
supply  services. 

In  1990,  ASD  continued  to  coordinate  the  relocation  of 
OCC’s  headquarters  from  its  current  location  at 
L'Enfant  Plaza  to  Independence  Square  in  Wash¬ 
ington,  D.C.  Base  building  construction  was  complete 
by  the  end  of  1 990,  with  interior  construction  well  under 
way.  The  occupancy  date  remains  scheduled  for  June 
1991.  The  division  also  completed  arrangements  for 
the  assignment  of  OCC's  L’Enfant  Plaza  office  space  to 
the  General  Services  Administration. 

In  other  projects,  ASD  managed  29  office  lease  and 
construction  projects  nationwide  in  order  to  accom¬ 
modate  changes  in  the  field  office  structure  required  by 
changes  in  bank  examination  priorities. 

ASD  also  revised  the  contingency  operating  plans  in 
the  Washington  office  and  all  district  offices.  The  divi¬ 
sion  conducted  tests  of  the  plans  during  the  year  to 
verify  the  effectiveness  of  the  procedures  in  the  event 
of  an  emergency. 
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ASD  awarded  major  contracts  during  the  year  for  archi¬ 
tectural  and  design  services  nationwide,  a  bank  super¬ 
vision  automated  systems  study,  real  estate  legal  ser¬ 
vices,  bank  examination  training  programs,  furniture 
for  the  new  headquarters  building,  and  automated  data 
processing  software  services.  It  initiated  programs  for 
procurement  integrity  and  conversion  of  the  agency  to 
the  metric  system.  Finally,  work  with  the  minority  and 
women  owned  business  outreach  program  continued. 

A  review  of  OCC's  in-house  duplicating  facility  resulted 
in  a  decision  to  abolish  the  operation  internally  and 


instead  acquire  those  services  through  a  contract 
award.  Also,  ASD  completed  a  study  of  its  activities, 
functions,  and  clients;  as  a  result,  the  division  imple¬ 
ment  several  changes  in  operations. 

ASD  initiated  changes  in  OCC’s  records  and  files  op¬ 
erations  including  a  new  files  management  plan  for  the 
Washington  office,  a  new  disposition  schedule  for  the 
OCC,  and  conversion  of  the  corporate  records  system 
in  OCC’s  central  records  office. 
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No 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

36 


Comptrollers  of  the  Currency,  1863  to  the  present 


Name 

Date  of 
appointment 

Date  of 
resignation 

State 

McCulloch,  Hugh 

May 

9, 

1863 

Mar. 

8, 

1865 

Indiana 

Clarke  Freeman  . 

Mar 

21, 

1865 

July 

24, 

1866 

New  York 

Hulburd  Hiland  R  . 

Feb 

1, 

1867 

Apr 

3, 

1872 

Ohio 

Knox,  John  Jay  . 

Apr 

25, 

1872 

Apr 

30, 

1884 

Minnesota 

Cannon  Henry  W . 

May 

12, 

1884 

Mar 

1, 

1886 

Minnesota 

Trenholm,  William  L . 

Apr 

20, 

1886 

Apr 

30, 

1889 

South  Carolina 

Lacey.  Edward  S . 

May 

1, 

1889 

June 

30, 

1892 

Michigan 

Hepburn,  A  Barton  . 

Aug 

2, 

1892 

Apr 

25, 

1893 

New  York 

Eckels,  James  H . 

Apr 

26, 

1893 

Dec 

31, 

1897 

Illinois 

Dawes.  Charles  G . 

Jan 

1, 

1898 

Sept 

30, 

1901 

Illinois 

R'dgely,  William  Barret  . 

Oct. 

1, 

1901 

Mar 

28, 

1908 

Illinois 

Murray,  Lawrence  0 . 

Apr 

27, 

1908 

Apr 

27, 

1913 

New  York 

Williams.  John  Skelton . 

Feb 

2, 

1914 

Mar. 

2, 

1921 

Virginia 

Crissmger.  D  R . 

Mar. 

17, 

1921 

Apr. 

30, 

1923 

Ohio 

Dawes  Henry  M  . 

May 

1, 

1923 

Dec 

17, 

1924 

Illinois 

McIntosh.  Joseph  W  . 

Dec 

20, 

1924 

Nov 

20, 

1928 

Illinois 

Pole.  John  W . 

Nov. 

21, 

1928 

Sept 

20, 

1932 

Ohio 

O'Conner.  J  F  T . 

May 

11, 

1933 

Apr 

16, 

1938 

California 

Delano.  Preston  . 

Oct. 

24, 

1938 

Feb. 

15, 

1953 

Massachusetts 

Gidney.  Ray  M . 

Apr 

16, 

1953 

Nov 

15, 

1961 

Ohio 

Saxon.  James  J . 

Nov 

16, 

1961 

Nov. 

15, 

1966 

Illinois 

Camp,  William  B . 

Nov. 

16, 

1966 

Mar 

23, 

1973 

Texas 

Smith.  James  E . 

July 

5, 

1973 

July 

31, 

1976 

South  Dakota 

Heimann.  John  G . 

July 

21, 

1977 

May 

15, 

1981 

New  York 

Conover.  C  T . 

Dec 

16, 

1981 

May 

4, 

1985 

California 

Clarke.  Robert  L . 

Dec 

2, 

1985 

Texas 

Senior  Deputy  and  Deputy  Comptrollers  of  the  Currency,  1863  to  the  present 


No 

Name 

Dates  of  tenure 

State 

1 

Howard,  Samuel  T 

May 

9, 

1863 

Aug 

1, 

1865 

New  York 

2 

Hulburd,  Hiland  R 

Aug 

1, 

1865 

Jan 

31, 

1867 

Ohio 

3 

Knox,  John  Jay . 

Mar 

12, 

1867 

Apr 

24 

1872 

Minnesota 

4 

Langworthy,  John  S . 

Aug 

8, 

1872 

Jan 

3, 

1886 

New  York 

5 

Snyder,  V  P 

Jan 

5, 

1886 

Jan 

3, 

1887 

New  York 

6 

Abrahams,  J  D . 

Jan 

27, 

1887 

May 

25, 

1890 

Virginia 

7 

Nixon,  R  M . 

Aug 

11. 

1890 

Mar 

16, 

1893 

Indiana 

8 

Tucker,  Oliver  P . 

Apr 

7, 

1893 

Mar 

11, 

1896 

Kentucky 

9 

Coffin,  George  M  . 

Mar. 

12, 

1896 

Aug 

31, 

1898 

South  Carolina 

10 

Murray,  Lawrence  O . 

Sept 

1, 

1898 

June 

29, 

1899 

New  York 

11 

Kane,  Thomas  P  . 

June 

29, 

1899 

Mar 

2, 

1923 

District  ofColumbia 

12 

Fowler,  Willis  J  . 

July 

1, 

1908 

Feb 

14, 

1927 

Indiana 

13 

McIntosh,  Joseph  W . 

May 

21, 

1923 

Dec 

19, 

1924 

Illinois 

14 

Collins,  Charles  W . 

July 

1, 

1923 

June 

30, 

1927 

Illinois 

15 

Stearns,  E  W . 

Jan 

6, 

1925 

Nov 

30, 

1928 

Virginia 

16 

Await,  F  G . 

July 

1, 

1927 

Feb 

15, 

1936 

Maryland 

17 

Gough,  E  H 

July 

6, 

1927 

Oct 

16, 

1941 

Indiana 

18 

Proctor,  John  L .  . 

Dec 

1, 

1928 

Jan 

23, 

1933 

Washington 

19 

Lyons,  Gibbs . 

Jan 

24, 

1933 

Jan 

15, 

1938 

Georgia 

20 

Prentiss,  Jr,,  William . 

Feb 

24, 

1936 

Jan 

15. 

1938 

Georgia 

21 

Diggs,  Marshall  R . 

Jan 

16, 

1938 

Sept 

30, 

1938 

Texas 

22 

Oppegard,  G  J  . 

Jan 

16, 

1938 

Sept 

30. 

1938 

California 

23 

Upham,  C  B . 

Oct 

1, 

1938 

Dec 

31, 

1948 

Iowa 

24 

Mulroney,  A  J . 

May 

1, 

1939 

Aug 

31. 

1941 

Iowa 

25 

McCandless,  R  B . 

July 

7, 

1941 

Mar 

1, 

1951 

Iowa 

26 

Sedlacek,  L  H .  . 

Sept 

1, 

1941 

Sept 

30, 

1944 

Nebraska 

27 

Robertson,  J  L . 

Oct 

1, 

1944 

Feb 

17, 

1952 

Nebraska 

28 

Hudspeth,  J  W . 

Jan 

1, 

1949 

Aug 

31, 

1950 

Texas 

29 

Jennings,  L  A . 

Sept 

1, 

1950 

May 

16, 

1960 

New  York 

30 

Taylor,  W  M . 

Mar 

1, 

1951 

Apr 

1, 

1962 

Virginia 

31 

Garwood,  G  W . 

Feb 

18, 

1952 

Dec. 

31, 

1962 

Colorado 

32 

Fleming,  Chapman  C . 

Sept 

15, 

1959 

Aug 

31, 

1962 

Ohio 

33 

Haggard,  Holis  S . 

May 

16. 

1960 

Aug 

3, 

1962 

Missouri 

34 

Camp,  William  B .  . 

Apr 

2, 

1962 

Nov 

15, 

1966 

Texas 

35 

Redman,  Clarence  B  . 

Aug 

4, 

1962 

Oct 

26, 

1963 

Connecticut 

36 

Watson,  Justin  T.  .........  . 

Sept 

3, 

1962 

July 

18, 

1975 

Ohio 

37 

Miller,  Dean  E . 

Dec 

23, 

1962 

Oct. 

22, 

1990 

Iowa 

38 

DeShazo,  Thomas  G . 

Jan 

1, 

1963 

Mar. 

3, 

1978 

Virginia 

39 

Egertson,  R  Coleman . 

July 

13, 

1964 

June 

30, 

1966 

Iowa 

40 

Blanchard,  Richard  J  . 

Sept 

1, 

1964 

Sept 

26, 

1975 

Massachusetts 

41 

Park,  Radcliffe . 

Sept 

1, 

1964 

June 

1, 

1967 

Wisconsin 

42 

Faulstich,  Albert  J . 

July 

19, 

1965 

Oct 

26, 

1974 

Louisiana 

43 

Motter,  David  C . 

July 

1, 

1966 

Sept 

20, 

1981 

Ohio 

44 

Gwin,  John  D . 

Feb 

21, 

1967 

Dec 

31, 

1974 

Mississippi 

45 

Howland,  Jr.,  W  A . 

July 

5, 

1973 

Mar 

27, 

1978 

Georgia 

46 

Mullin  Robert  A .  . 

July 

5, 

1973 

Sept 

8, 

1978 

Kansas 

47 

Ream,  Joseph  M . 

Feb 

2, 

1975 

June 

30, 

1978 

Pennsylvania 

48 

Bloom,  Robert  . 

Aug 

31, 

1975 

Feb 

28 

1978 

New  York 

49 

Chotard,  Richard  D  . 

Aug 

31, 

1975 

Nov 

25, 

1977 

Missouri 

50 

Hall,  Charles  B 

Aug 

31, 

1975 

Sept 

14. 

1979 

Pennsylvania 

51 

Jones,  David  H . 

Aug 

31, 

1975 

Sept 

20, 

1976 

Texas 

52 

Murphy,  C,  Westbrook . 

Aug 

31, 

1975 

Dec 

30. 

1977 

Maryland 

53 

Selby,  H  Joe . 

Aug 

31, 

1975 

Mar 

15, 

1986 

Texas 

54 

Homan,  Paul  W . 

Mar 

27, 

1978 

Jan 

21, 

1983 

Nebraska 

55 

Keefe,  James  T . 

Mar 

27, 

1978 

Sept 

18, 

1981 

Massachusetts 

56 

Muckenfuss,  Cantwell  F  III  . 

Mar 

27, 

1978 

Oct 

1, 

1981 

Alabama 

57 

Wood,  Billy  C . 

Nov 

7, 

1978 

Jan 

16, 

1988 

Texas 

58 

Longbrake,  William  A . 

Nov 

8, 

1978 

July 

9, 

1982 

Wisconsin 

59 

Odom,  Jr.,  Lewis  G . 

Mar 

21, 

1979 

Nov 

16. 

1980 

Alabama 

60 

Martin,  William  E . 

May 

22, 

1979 

Apr 

4, 

1983 

Texas 

61 

Barefoot,  Jo  Ann 

July 

13, 

1979 

Sept 

5, 

1982 

Connecticut 

62 

Lord,  Charles  E . 

Apr 

13, 

1981 

Mar 

31, 

1982 

Connecticut 

63 

Bench,  Robert  R 

Mar 

21, 

1982 

Sept 

25, 

1987 

Massachusetts 

64 

Klinzing,  Robert  R 

Mar 

21, 

1982 

Aug 

21, 

1983 

Connecticut 

65 

Robertson,  William  L 

Mar 

21, 

1982 

Sept 

26, 

1986 

Texas 

66 

Arnold,  Doyle  L 

May 

2, 

1982 

May 

12, 

1984 

California 

67 

Weiss,  Steven  J . 

May 

2, 

1982 

Pennsylvania 

68 

Stephens,  Martha  B 

June 

1, 

1982 

Jan 

19, 

1985 

Georgia 

69 

Stirnweis,  Craig  M 

Sept 

19, 

1982 

May 

1, 

1986 

Idaho 
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Senior  Deputy  and  Deputy  Comptrollers  of  the  Currency,  1863  to  present  —  continued 


No 

Name 

Dates  q 

f  tenure 

State 

70 

Herrmann,  Robert  J . 

Jan  1  1983 

Illinois 

71 

Mancusi  Michael  A  . 

Jan  1,  1983 

Feb  17,  1986 

Maryland 

72 

Marriott,  Dean  S 

Jan  1  1983 

Missouri 

73 

Poole,  Clifton,  A  Jr . 

Jan  1  1983 

North  Carolina 

74 

Taylor,  Thomas  W  . 

Jan  1,  1983 

Jan  16,  1990 

Ohio 

75 

Boland,  Jr.,  James  E 

Feb  7,  1983 

Feb  15,  1985 

Pennsylvania 

76 

F.sher,  Jerry  . 

Apr  17  1983 

Delaware 

77 

Patriarca.  Michael . 

July  10.  1983 

Aug  15,  1986 

California 

78 

Wilson.  Karen  J . 

July  17  1983 

New  Jersey 

79 

Winstead,  Bobby  B 

Mar  18  1984 

Texas 

80 

Chew.  David  L . 

May  2,  1984 

Feb  2,  1985 

District  ofColumbia 

81 

Walter,  Judith  A . 

Apr  24  1985 

Indiana 

82 

Maguire,  Francis  E  Jr . 

Jan  9  1 986 

Virginia 

83 

Kraft.  Peter  C . 

July  20  1986 

California 

84 

Klinzing.  Robert  R 

Aug  11  1986 

Connecticut 

85 

Hechmger.  Deborah  S . 

Aug  31.  1986 

Sept  14,  1987 

DistrictofColumbia 

86 

Norton.  Gary  W . 

Sept  3  1 986 

Missouri 

87 

Shepherd,  J  Michael . 

Jan  9  1987 

California 

88 

Rushton.  Emory  W .  . 

Jan.  21,  1987 

Sept  20,  1989 

South  Carolina 

89 

Fiechter.  Jonathan  L . 

Mar.  4,  1987 

Oct  30,  1987 

Pennsylvania 

90 

Stolte.  William  J . 

Mar.  11,  1987 

New  Jersey 

91 

Clock.  Edwin  H .  .  . . . ,  . . . . 

Feb  29,  1988 

Jan.  3,  1990 

California 

92 

Krause,  Susan  F. 

Mar  30  1988 

California 

93 

Coorley,  Donald  G . 

June  29  1988 

Virginia 

94 

Blakely,  Kevin  M 

Oct.  12’  1988 

Sept  27,  1990 

Illinois 

95 

Stembrink,  Stephen  R 

Apr  8,  1990 

Nebraska 

96 

Lindhart.  Roanid  A 

Apr  22  1990 

Florida 

97 

Hartzell,  Jan  K 

July  29  1990 

California 

98 

Cross.  Leonora  S . 

Nov.  4  1990 

Utah 

99 

Fmke  Fred  D  . 

Nov  4,  1990 

Nebraska 

100 

Kamihachi  James  D.  . 

Nov  6,  1 990 

Washington 
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Community  Reinvestment  Act 


The  Community  Reinvestment  Act  (CRA),  12  U.S.C. 
2901 ,  et  seq.  requires  the  Office  of  the  Comptroller  of 
the  Currency  (OCC)  to  include  in  its  annual  report  to 
Congress  a  section  outlining  actions  it  has  taken  to 
carry  out  its  responsibilities  under  the  act.  CRA  re¬ 
quires  the  OCC  to  encourage  national  banks  to  help 
meet  the  credit  needs  of  the  local  communities  in  which 
the  banks  are  chartered  to  do  business.  During  its 
examination  of  a  national  bank,  the  OCC  must  assess 
the  bank’s  record  of  meeting  the  credit  needs  of  the 
entire  community,  including  low-  and  moderate- 
income  neighborhoods.  The  OCC  is  also  required  to 
take  the  bank’s  CRA  performance  into  account  when 
evaluating  applications  for  deposit  facilities. 

One  of  the  ways  the  OCC  carries  out  its  responsibilities 
under  CRA  is  through  its  Compliance  Program.  In 
addition  to  CRA,  the  OCC  monitors  national  bank  com¬ 
pliance  with  fair  lending  and  consumer  protection  laws, 
bank  secrecy,  electronic  data  processing  activities, 
bank  securities  dealer  activities,  regulatory  reports, 
and  fiduciary  activities.  Thorough  examinations  of  se¬ 
lected  national  banks  are  a  key  ingredient  of  the  Com¬ 
pliance  Program:  the  largest  national  banks  are  exam¬ 
ined  biennially  and  a  random  sample  of  community 
banks  is  examined  each  year.  These  examinations 
assess  bank  managements’  commitment  to  com¬ 
pliance  and  the  banks’  efforts  to  meet  local  credit 
needs.  Finally,  the  OCC  issues  bulletins  and  advisories 
on  compliance  and  provides  speakers  for  compliance 
training  sessions  sponsored  by  national  and  state 
trade  associations  and  financial  institutions. 

Implementation  of  Amendments  to  CRA 

The  Financial  Institutions  Reform,  Recovery  and  En¬ 
forcement  Act  of  1989  (FIRREA)  imposed  new  CRA 
responsibilities  on  the  OCC  and  other  financial  regu¬ 
latory  agencies.  The  amendments  to  CRA  require:  1) 
public  disclosure  of  an  institution’s  CRA  rating  in¬ 
cluding  the  bank  examiner's  assessment  of  the  insti¬ 
tution’s  CRA  performance;  and  2)  federal  financial 
institution  regulators  to  implement  a  four-tiered  de¬ 
scriptive  rating  system  rather  than  the  five-point  nu¬ 
merical  system  previously  used  when  evaluating  an 
institution’s  CRA  performance. 

Along  with  other  members  of  the  Federal  Financial 
Institutions  Examination  Council  (FFIEC),  the  OCC  im¬ 
plemented  the  new  CRA  requirements,  adopting  uni¬ 
form  guidelines  and  clear  definitions  of  ratings  that 
apply  to  all  federally  insured  financial  institutions.  On 


December  22.  1989,  the  FFIEC  published  in  the  Fed¬ 
eral  Register  a  "Notice  of  Request  for  Comment  on  the 
Uniform  Interagency  Community  Reinvestment  Act 
Guidelines  for  Disclosure  of  Written  Evaluations  and 
Revisions  to  the  Assessment  Rating  System  After 
considering  the  129  comments  received,  the  guide¬ 
lines  were  revised  and  approved  for  final  publication  by 
the  FFIEC  on  April  25.  1990 

The  FFIEC  also  revised  its  interagency  examination 
procedures  to  implement  the  changes  to  CRA  The 
OCC  distributed  these  revisions  to  national  bank  exam¬ 
iners  and  the  chief  executive  officers  of  all  national 
banks  on  June  29.  1990  Finally,  the  FFIEC  agencies 
adopted  a  "Joint  Temporary  Rule  with  Request  for 
Comment"  to  codify  in  requlatory  form  the  amendments 
to  CRA 

OCC  examiners  are  required  to  complete  training  on 
the  new  requirements  before  conducting  a  CRA  exam¬ 
ination  or  reviewing  the  examination  results  using  the 
new  guidelines  Training  was  conducted  in  May  1990 
Over  150  experienced  national  bank  examiners  at¬ 
tended  these  training  sessions  while  another  60  exam¬ 
iners  participated  in  an  advanced  compliance  sem¬ 
inar.  devoted  to  CRA  and  other  compliance  issues, 
hosted  by  the  OCC  in  September  1990 

Public  Disclosure  of  CRA  Ratings 

The  federal  depository  institutions  regulatory  agencies 
assign  banks  and  savings  and  loans  a  CRA  rating 
based  on  the  results  of  an  examination  which  evaluated 
the  institution's  commitment  to  meeting  the  needs  of  its 
community  Until  July  1.  1990  regulators  assigned 
ratings  paralleling  ratings  assigned  for  safety  and 
soundness  reasons  These  ratings  ranged  from  one  to 
five,  with  three  being  a  less  than  satisfactory  record 
and  five  representing  a  substantially  inadequate  rec¬ 
ord  of  helping  to  meet  community  credit  needs  Al¬ 
though  the  ratings  were  discussed  with  the  individual 
management  of  the  financial  institutions  and.  where 
appropriate,  commitments  were  made  to  improve  per¬ 
formance.  the  ratings  were  considered  confidential 
and  were  not  disclosed  to  the  public 

CRA  amendments  in  FIRREA  now  permit  the  public  to 
obtain  and  review  results  of  an  individual  institution  s 
CRA  examination  The  new  four-tiered  rating  system 
and  the  underlying  evaluations  of  an  individual  insti¬ 
tution's  performance  in  helping  to  meet  the  credit 
needs  of  its  entire  community,  were  made  available  to 
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the  public  beginning  July  1,  1990.  During  the  second 
half  of  1990,  the  OCC  assessed  the  CRA  performance 
of  364  national  banks  Fifty-three  national  banks 
received  a  less  than  satisfactory  or  substantial  non- 
compliance  rating,  thirty-three  received  outstanding 
ratings;  and  278  received  satisfactory  ratings. 

Other  CRA  Activities 

The  OCC  also  considers  CRA  performance  when  it 
evaluates  an  application  filed  by  a  national  bank  to 
open  a  new  deposit  facility  such  as  a  branch.  This 
evaluation  occurs  whether  or  not  the  institution’s  CRA 
performance  is  protested  by  an  outside  group.  In  1 990, 
the  OCC  received  over  3,400  CRA  related  appli¬ 
cations;  one  of  the  applications  was  protested  on  CRA 
grounds.  Based  on  its  evaluation  of  the  applicant’s 
CRA  performance,  the  OCC  may  approve  or  deny  the 
application.  Alternatively,  the  OCC  may  condition  its 
approval  on  the  bank’s  agreement  to  undertake  speci¬ 
fic  requirements  to  strengthen  its  CRA  performance. 
During  1 990,  the  OCC  approved  26  applications  condi¬ 
tioned  on  strengthening  CRA  performance.  One  appli¬ 
cation  was  denied  because  of  poor  CRA  performance. 

The  OCC’s  Customer  and  Industry  Affairs  Division  also 
encourages  banks  to  help  meet  local  credit  needs 
through  an  ongoing  program  of  activities  to  increase 
the  industry's  sensitivity  to  customer  an  community 
needs.  The  division’s  activities  in  1 990  are  summarized 
in  the  Report  of  Operations  section. 

Changes  to  HMDA  Reports 

The  OCC  has  also  been  actively  involved  in  FFIEC 
efforts  to  revise  Home  Mortgage  Disclosure  Act 
(HMDA)  disclosure  statements  for  individual  financial 
institutions  and  aggregate  reports  for  each  Metro¬ 
politan  Statistical  Area  (MSA).  These  reports  are  de¬ 


signed  to  be  the  primary  vehicle  for  financial  institutions 
regulators  to  carry  out  Congress's  expressed  intent  to 
“maximize  public  disclosure”  of  lending  data,  placing 
the  "highest  priority  on  the  collection  of  analytically 
useful  data  to  identify  and  eliminate  discriminatory 
lending  practices."  When  completed,  the  revised  re¬ 
ports  will  be  more  useful  than  existing  HMDA  data  in 
assessing  the  geographic  distribution  of  of  a  financial 
institution’s  credit  applications,  credit  denials,  and  cre¬ 
dit  extensions. 

Because  of  the  amount  of  information  contained  in  the 
expanded  HMDA  reports,  it  will  take  some  time  and 
experience  with  the  new  reports  before  their  most 
effective  uses  can  be  determined.  To  do  a  com¬ 
prehensive,  accurate,  and  fair  assessment  will  require 
significant  amounts  of  time  and  resources.  The  mag¬ 
nitude  of  the  task  can  be  illustrated  as  follows:  In  1 989, 
a  multinational  bank  reported  loan  originations  in  23 
MSAs,  hence  23  tables  were  generated  for  this  bank. 
Each  of  its  individual  MSA  tables  could  be  compared 
with  the  6  aggregate  tables  for  the  same  MSA.  Assum¬ 
ing  the  bank  has  not  changed  the  number  of  MSAs 
under  which  it  will  report  its  1990  activities,  the  FFIEC 
will  have  to  generate  759  tables  of  about  989  pages  in 
length  for  this  bank  alone.  To  assess  the  entire  bank’s 
performance  with  respect  to  other  reporting  insti¬ 
tutions,  these  759  individual  tables  will  need  to  be 
compared  to  the  805  aggregate  tables  of  approxi¬ 
mately  1,495  pages  that  will  cover  the  same  MSAs. 

In  other  HMDA  activities,  the  OCC  developed  a  com¬ 
puter  system  to  allow  banks  to  submit  their  HMDA  data 
in  machine-readable  form,  facilitating  the  filing  of  more 
timely  and  accurate  data  and  reducing  the  number  of 
errors  in  the  reports.  The  system  includes  a  micro¬ 
computer  software  program  being  made  available  to 
all  national  banks  at  no  cost  to  the  bank. 
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Consumer  Complaints 


The  Federal  Trade  Commission  Act  of  1975  (15  U.S.C. 
41 ,  et  seq.)  requires  the  Office  of  the  Comptroller  of  the 
Currency  (OCC)  to  receive  and  take  appropriate  action 
upon  complaints  directed  against  national  banks  and 
to  annually  report  these  activities  to  Congress. 

During  1990,  the  OCC  received  15,180  written  con¬ 
sumer  complaints  filed  against  national  banks,  an  1 1 
percent  increase  over  1989.  B  January  30,  1991,  95 
percent  of  these  complaints  had  been  resolved.  The 
average  resolution  time  in  1 990  was  25  days  compared 
to  31  days  in  1990. 


The  largest  number  of  complaints  continues  to  relate  to 
loans,  accounting  for  43  percent  of  the  total  complaints 
resolved.  Credit  cards  were  involved  in  52  perent  of  the 
loan  complaints.  Deposits  were  the  next  largest  cate¬ 
gory,  at  23  percent  of  the  total  resolved  complaints. 
Complaints  about  trust  and  securities  matters  were 
about  4  percent  of  the  resolved  complaints.  No  other 
category  of  complaints  was  equal  to  5  percent  of  all 
complaints. 


Consumer  Complaints,  1990 
(written  complaints  received  and  resolved) 


Resolution  Code 

Deposits 

Home 

Equity 

Loans 

Credit 

Cards 

Other 

Loans 

EFT 

Trust  and 
Investment 
Securities 

All 

Other 

Total 

Withdrawn,  no  reply 
necessary 

77 

5 

62 

79 

5 

14 

158 

400 

Bank  error 

494 

12 

387 

336 

35 

71 

55 

1,390 

Bank  legally  correct 

1,158 

68 

1,542 

1,049 

50 

211 

246 

4,324 

Communication 

problem 

240 

15 

154 

214 

7 

33 

45 

708 

Referrals  to  other 
agencies 

80 

1 

52 

79 

2 

25 

1,755 

1,994 

Information  provided 

232 

7 

362 

177 

9 

49 

1,516 

2,352 

Settled  by  mutual 
consent 

370 

24 

326 

384 

37 

70 

99 

1,310 

Violation  of  law 

35 

6 

123 

35 

15 

0 

4 

218 

Factual  dispute 

319 

8 

159 

214 

66 

64 

45 

875 

In/for  litigation 

281 

6 

55 

252 

17 

63 

103 

111 

Total 

3,286 

152 

3,222 

2,819 

243 

600 

4,026 

14,348 
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Change  in  Bank  Control  Act 


The  Change  in  Bank  Control  Act  of  1978  (CBCA)  re¬ 
quires  parties  seeking  control  of  a  bank  or  bank  holding 
company  to  obtain  approval  from  the  appropriate  fed¬ 
eral  banking  agency  before  the  transaction  occurs 
Under  the  act.  the  OCC  is  responsible  for  reviewing 
changes  in  the  control  of  national  banks  including  the 
financial  capacity,  competence,  experience,  and  in¬ 
tegrity  of  the  acquiring  party,  the  effect  on  the  financial 
condition  of  the  bank  to  be  acquired  and  the  effect  on 
competition  in  any  relevant  market  Under  the  Financial 
Institutions  Reform.  Recovery  and  Enforcement  Act  of 
1989  (FIRREA).  the  OCC  must  also  consider  the  effect 
of  the  transaction  on  the  Bank  Insurance  Fund 

Public  notice  of  each  proposed  change  in  control  is 
published  in  the  newspaper  of  largest  general  cir¬ 
culation  in  the  community  where  the  national  bank's 
home  office  is  located  In  addition,  the  OCC  assesses 
the  qualifications  of  each  party  seeking  control,  and 
routinely  investigates  and  verifies  information  con¬ 
tained  in  each  change  in  ccntrol  notice 


The  OCC  acted  on  42  proposed  changes  in  control  of 
national  banks  in  1990.  It  consented  to  32  proposals, 
disapproved  5,  and  5  were  withdrawn  prior  to  decision 
Consistent  with  the  OCC’s  previous  experience,  these 
disapprovals  related  primarily  to  unsatisfactory  finan¬ 
cial  capacity,  experience,  integrity,  or  competence  of 
the  acquiring  party. 


Total  CBCA  notices  processed,  with  disposition, 

1985-1989 


Year 

Acted  On 

Not 

Disapproved 

Disapproved 

Withdrawn 

1990 

42 

32 

5 

5 

1989 

55 

48 

3 

4 

1988 

42 

34 

4 

4 

1987 

60 

41 

8 

11 

1986 

71 

54 

4 

13 

1985 

102 

74 

12 

16 
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Recent  Corporate  Decisions 


On  October  10,  1990,  the  OCC  conditionally  approved 
the  conversion  of  Button  Gwinnett  Savings  Bank,  Snell- 
ville,  Georgia,  to  a  national  bank.  The  approval  rep¬ 
resents  the  first  conversion  of  a  savings  and  loan  as¬ 
sociation  to  a  national  bank  since  passage  of  the  Fi¬ 
nancial  Institutions  Reform,  Recovery  and  Enforcement 
Act  of  1989  (FIRREA).  The  OCC  conditioned  its  ap¬ 
proval  upon  correction  of  certain  deficiencies  un¬ 
covered  during  the  pre-conversion  examination. 

On  October  15,  1990,  the  OCC  approved  an  appli¬ 
cation  filed  by  Home  National  Bank,  a  state-chartered 
bank,  to  convert  to  a  national  charter  and  establish  a 
branch  in  Lindsborg,  Kansas.  The  bank’s  attempt  to 
establish  a  branch  in  Lindsborg  previously  had  been 
denied  by  state  banking  authorities  because  of  their 
belief  that  a  bank  was  not  needed  in  that  banking 
market.  The  OCC  found  the  bank  to  be  in  satisfactory 
condition  and  approved  the  conversion  and  branch 
applications,  conditioned  on  the  bank  signing  a  Mem¬ 
orandum  of  Understanding  to  address  certain  con¬ 
sumer  compliance  deficiencies. 

On  October  22,  1990,  the  OCC  denied  an  application 
to  convert  a  federal  savings  and  loan  association  to  a 
national  bank.  This  represented  the  first  time  the  OCC 
has  denied  a  conversion  application  since  enactment 
of  FIRREA.  The  denial  occurred  because  the  thrift  was 
substantially  undercapitalized  and  asset  quality  was 
continuing  to  deteriorate.  The  OCC  also  questioned 
management’s  ability  to  return  the  institution  to  viability. 

On  December  4,  1990,  the  OCC  approved  an  appli¬ 
cation  filed  by  Associates  National  Bank  (Delaware)  to 
operate  as  a  national  credit  card  bank.  The  bank  will  be 
an  indirect  subsidiary  of  the  Ford  Motor  Company. 

On  December  5,  1990,  conditional  approval  was 
granted  to  Franklin  Savings  Bank,  Southfield,  Michi¬ 
gan,  to  convert  to  a  national  bank.  The  OCC  found  that 
management  of  the  savings  bank  was  satisfactory  and 
an  acceptable  operating  plan  for  the  converted  bank 
had  been  developed.  The  OCC  conditioned  its  ap¬ 
proval  on  the  applicant’s  achieving  fully  phased  in 


This  section  contains  summaries  of  selected  corporate  de¬ 
cisions  completed  during  the  fourth  quarter  of  1990.  The 
cases  are  described  for  informational  purposes  only.  They 
are  noteworthy  because  they  represent  issues  of  importance 
or  unusual  methods  of  accomplishing  a  particular  expansion 
activity.  Copies  of  the  public  sections  of  the  applications  may 
be  obtained  from  the  Communications  Division  of  the  Office 
of  the  Comptroller  of  the  Currency  (OCC)  in  Washington,  D  C 


risk-based  capital  standards  and  a  4  percent  leverage 
ratio  prior  to  conversion. 

On  December  14,  1990,  the  OCC  conditionally  ap¬ 
proved  several  applications  associated  with  Norwest 
Corporation’s  acquisition  of  the  troubled  $3  billion  First 
Minnesota  Savings  Bank,  F  S  B.,  Minneapolis,  Minne¬ 
sota.  Because  the  savings  and  loan  association's  ne¬ 
twork  of  branches  included  several  that  could  not  be 
operated  legally  by  Norwest  National  Bank,  Norwest 
Corporation’s  lead  bank,  branches  were  sold  through 
purchase  and  assumption  transactions  to  affiliate 
banks  of  Norwest  Corporation  and  to  unaffiliated  third 
parties. 

On  December  17,  1990,  the  OCC  approved  Shawmut 
National  Corporation’s  reorganization  and  conversion 
applications  submitted  by  The  Connecticut  National 
Bank,  Hartford,  Connecticut,  and  State  Savings  Bank, 
N.A.,  Southington,  Connecticut.  The  approvals  were 
the  third  and  fourth  steps  in  a  four  step  proposal  the 
result  of  which  was  a  national  bank  branching  across 
state  lines.  The  first  step  took  place  when  Shawmut 
Bank  of  Rhode  Island,  N.A.,  Johnston,  Rhode  Island 
converted  from  a  national  bank  to  a  state-chartered 
bank.  Next,  the  resulting  state  bank  merged  into  State 
Savings  Bank,  Southington,  Connecticut,  an  FDIC- 
insured,  state-chartered  savings  bank.  This  step  re¬ 
sulted  in  a  state  savings  bank  controlling  branches 
across  state  lines,  legally  permissible  for  state  banks 
under  the  laws  of  both  Rhode  Island  and  Connecticut. 
After  receiving  state  regulatory  approvals  for  these 
transactions,  the  third  step  involved  the  conversion  of 
the  savings  bank  to  a  national  bank  and  the  retention  of 
branches  in  both  states.  The  final  transaction  took 
place  when  the  national  bank  merged  via  a  corporate 
reorganization  with  Connecticut  National  Bank 

On  December  26,  1990,  the  OCC  approved  Bank  of 
New  England  Corporation's  request  to  merge  affiliated 
institutions  located  in  neighboring  states.  The  first  step 
in  the  proposal  involved  the  purchase  and  assumption 
of  substantially  all  of  the  assets  and  liabilities  of  Bank  of 
New  England-Old  Colony,  N  A.,  Providence,  Rhode 
Island,  by  a  state  bank  subsidiary  of  Citizens  Financial 
Group,  Inc.,  a  company  headquartered  in  Rhode 
Island.  Old  Colony  then  relocated  to  Massachusetts 
where  it  immediately  merged  into  Bank  of  New  Eng¬ 
land,  N.A.,  Boston,  Massachusetts.  The  mergers  and 
restructurings  were  designed  to  provide  additional 
capital  to  Bank  of  New  England,  N.A.,  Boston,  Mass¬ 
achusetts  obtained  from  the  sale  of  the  Rhode  Island 
operations. 
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On  December  28,  1990,  the  OCC  approved  separate 
proposals  from  NCNB  Texas  National  Bank,  Dallas, 
Texas,  and  Bank  One  Texas,  N.A.,  Dallas,  Texas,  to 
establish  operating  subsidiaries  that  will  provide  asset 
management  services  to  the  Resolution  Trust  Cor¬ 
poration  (RTC)  as  receiver  or  conservator  of  thrifts.  In 
each  case,  the  management  of  the  asset  pools  will 
market  and  sell  commercial  and  residential  properties, 
supervise  subcontractors  on  unfinished  projects,  and 
formulate  asset  disposition  plans.  The  subsidiaries 
intend  to  manage  assets  primarily  in  the  southwestern 
states. 

In  approving  the  application,  the  OCC  expressed  sig¬ 
nificant  concerns  with  the  banks’  potential  liability  as 
operators  under  the  Comprehensive  Environmental 
Response  Compensation  and  Liability  Act  (CERCLA), 
and  cautioned  the  banks  to  take  steps  to  minimize  the 
potential  liability  they  might  face  under  this  act.  Ad¬ 
ditionally,  the  OCC  required  the  banks  to  take  appro¬ 
priate  steps  to  avoid  possible  conflicts  of  interest. 

Corporate  Decisions  Related  to  the 
Community  Reinvestment  Act* 

On  October  10,  1990,  the  OCC  conditionally  approved 
two  branch  applications  for  The  Bank  of  Mobile,  N.A., 
Mobile,  Alabama.  The  applicant's  performance  was 
considered  less  than  satisfactory  in  its  determination  of 
community  credit  needs  and  marketing,  in  the  types  of 
credit  offered  and  extended,  and  in  monitoring  and 
analyzing  the  geographic  distribution  of  credit  pro¬ 
vided  by  the  bank.  Approval  was  conditioned  upon  the 
bank  developing  permanent  files  to  document  its  CRA 
performance,  development  of  a  strategic  plan  to 
analyze  community  credit  needs  and  its  efforts  to  help 
meet  these  needs,  developing  and  marketing  deposit 
services  for  low-  and  moderate-income  individuals, 
and  a  geographic  analysis  of  the  bank's  lending  ac¬ 
tivity.  Finally,  the  conditional  approval  required  de¬ 
velopment  of  a  self-assessment  program  to  facilitate 
ongoing  compliance.  These  conditions  must  be  met 
prior  to  opening  either  branch. 

On  October  23,  1990,  SafraBank,  II,  National  As¬ 
sociation,  Pompano  Beach,  Florida,  received  condi¬ 
tional  approval  from  the  OCC  to  merge  with  SafraBank, 
Miami,  Florida  The  OCC  determined  that  the  bank’s 


* This  section  is  provided  pursuant  to  OCC’s  Banking  Circular 
238  dated  June  15,  1989  It  includes  summaries  to  provide 
easier  access  to  the  OCC’s  decisions  relating  to  national 
bank  corporate  applications  tat  ave  been  conditionally  ap¬ 
proved  or  denied  on  grounds  related  to  CRA  The  decision 
letters  are  published  monthly  in  a  document  entitled  "Inter¬ 
pretations  "  which  is  available  upon  request  from  the  Com¬ 
munications  Division 


record  of  compliance  was  less  than  satisfactory  in 
determining  community  credit  needs,  types  of  credit 
offered  and  extended,  geographic  analysis  of  lending 
activity,  and  community  development  Before  it  may 
consummate  the  merger,  the  bank  is  required  to  de¬ 
velop  an  action  plan  which  must  reassess  the  bank's 
community  delineation,  together  with  a  thorough  plan 
to  identify  and  help  meet  the  credit  needs  of  the  re¬ 
defined  community.  In  addition,  the  bank  must  improve 
its  CRA  performance  to  a  satisfactory  level  prior  to 
consummating  the  transaction. 

On  October  31,  1990,  the  OCC  gave  conditional  ap¬ 
proval  to  Fidelity  National  Bank,  Houston,  Texas,  to 
establish  a  branch.  Fidelity's  performance  under  CRA 
was  found  to  be  less  than  satisfactory  in  determining 
community  credit  needs,  in  the  types  of  credit  offered 
and  extended,  in  geographic  distribution  of  credit  and 
in  community  development.  Approval  was  conditioned 
upon  the  bank  satisfying  all  terms  of  a  Commitment 
Letter  between  the  OCC  and  the  bank,  including  ident¬ 
ifying  low-  and  moderate-income  neighborhoods,  fa¬ 
cilitating  dialogue  with  community  representatives, 
and  documenting  actions  taken.  The  branch  office  may 
not  be  opened  until  performance  satisfying  the  condi¬ 
tions  has  been  demonstrated. 

On  November  20, 1 990,  Helena  National  Bank,  Helena, 
Arkansas  was  given  conditional  approval  to  purchase 
some  of  the  assets  and  assume  some  of  the  liabilities  of 
Bank  of  Marvell,  Marvell,  Arkansas.  In  evaluating  the 
proposal,  the  OCC  found  that  the  bank's  compliance 
with  CRA  was  less  than  satisfactory  in  documentation 
of  efforts  to  ascertain  community  credit  needs  and  in 
determining  the  geographic  distribution  of  the  bank's 
lending  patterns.  Prior  to  consummation  of  the  pur¬ 
chase  and  assumption,  Helena  National  Bank  must 
improve  its  performance  by  documenting  its  assess¬ 
ment  of  community  credit  needs  and  plan  for  helping  to 
meet  identified  needs,  by  developing  a  related  market¬ 
ing  plan,  analyzing  the  geographic  distribution  of  loan 
applications,  and  implementing  a  compliance  man¬ 
agement  program  and  a  self-assessment  program  to 
monitor  the  bank's  performance. 

On  November  21,  1990,  the  OCC  granted  conditional 
approval  to  One  National  Bank,  North  Little  Rock,  Ar¬ 
kansas,  to  establish  a  branch.  The  OCC  found  that  the 
applicant's  record  of  performance  under  CRA  was  less 
than  satisfactory  in  determining  community  credit 
needs  and  marketing,  in  the  types  of  credit  offered  and 
extended,  in  monitoring  the  geographic  distribution  of 
credit  and  in  participation  in  community  development 
programs.  The  approval  was  conditioned  upon  the 
bank  submitting  a  CRA  plan  and  self-assessment  of 
performance  acceptable  to  the  OCCs  district  office 
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The  self-assessment  must  describe  how  the  bank  in¬ 
tends  to  improve  its  performance  in  these  four  areas, 
and  it  must  document  and  support  the  basis  for  mini¬ 
mum  loan  amounts,  as  well  as  establishing  the  fre¬ 
quency  of  future  reviews. 

On  November  26,  1990,  the  OCC  conditionally  ap¬ 
proved  a  branch  application  by  Pike  County  National 
Bank,  McComb,  Mississippi.  The  applicant’s  per¬ 
formance  was  considered  less  than  satisfactory  in 
ascertaining  community  credit  needs,  in  monitoring 
and  analyzing  the  geographic  distribution  of  credit 
provided  by  the  bank,  and  in  community  development, 
with  failure  to  properly  document  and  systematically 
monitor  CRA  activities  representing  the  areas  of 
greatest  concern.  Prior  to  opening  the  branch  office, 
the  bank  must  develop  a  CRA  action  plan  and  a  self- 
assessment  program,  which  would  ensure  documen¬ 
tation  of  its  efforts  to  help  meet  community  credit  needs 
and  be  used  to  evaluate  its  credit  marketing  efforts.  It 
must  also  analyze  and  evaluate  geographic  dis¬ 
tribution  of  credit  extensions  and  denials,  and  docu¬ 
ment  its  evaluation  of  community  development 
opportunities. 

On  December  27,  1990,  the  OCC  granted  conditional 
approval  for  Belmont  National  Bank  of  Chicago, 
Chicago,  Illinois,  to  establish  a  CBCT.  It  was  deter¬ 
mined  that  the  bank’s  performance  under  CRA  was  not 
satisfactory  in  the  areas  of  community  credit  needs,  in 
analysis  of  the  geographic  distribution  of  credit  and  in 
evaluating  community  development  programs.  The 
bank  may  not  establish  the  CBCT  until  the  bank’s  CRA 
performance  is  satisfactory. 


Cross-county  Applications 
(as  of  December  31,  1990) 


State 

Received  Approved 

Denied 

Pending 

Alabama 

1 

1 

0 

0 

Colorado 

5 

0 

0 

5 

Florida 

13 

13 

0 

0 

Georgia 

1 

0 

1 

0 

Iowa 

1 

0 

0 

1 

Indiana 

2 

1 

0 

1 

Kansas 

6 

5 

1 

0 

Louisiana 

22 

22 

0 

0 

Mississippi 

2 

2 

0 

0 

Missouri 

2 

2 

0 

0 

New  Mexico 

1 

0 

0 

1 

Tennessee 

20 

20 

0 

0 

Texas 

6 

6 

0 

0 

Wisconsin 

3 

3 

0 

0 

TOTAL 

85 

75 

~2 

8 

NOTE:  These  figures  refer  to  cross-county  branch  appli¬ 
cations  filed  with  the  OCC  as  a  result  of  OCC’s  decision  on 
July  9,  1985  to  allow  Deposit  Guaranty  National  Bank,  Jack- 
son  Mississippi,  to  branch  to  the  same  extent  as  state- 
chartered  thrifts. 


Ballard  C.  Gilmore 
Corporate  Activity  Division 
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Statement  of  Robert  L.  Clarke  before  the  Subcommittee  On  Telecommunications 
and  Finance,  House  Committee  on  Energy  and  Commerce,  on 
Collective  Investment  Funds,  Washington,  D.C.,  October  4,  1990 


Introduction 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am 
here  at  your  request  to  discuss  the  proposed  revisions 
to  the  Office  of  the  Comptroller  of  the  Currency’s  (OCC) 
rules  governing  the  exercise  of  fiduciary  powers  by 
national  banks  and,  in  particular,  the  portion  of  those 
rules  governing  the  operation  of  collective  investment 
funds. 

The  revisions  that  we  have  been  considering  would  not 
expand  bank  powers;  all  of  the  activities  that  the  pro¬ 
posal  would  allow  are  clearly  permissible  under  current 
law  and  regulations,  and  national  banks  have  engaged 
in  them  for  over  50  years.  Our  desire  is  to  remove 
duplicative  and  unnecessary  layers  of  regulation  and 
to  allow  national  banks  to  compete  on  a  more  equal 
basis  with  state  banks  and  other  providers  of  financial 
services. 

I  realize  that  these  changes  raise  many  complicated 
questions  and  have  generated  a  great  deal  of  con¬ 
troversy.  For  this  reason,  we  are  proceeding  very  care¬ 
fully.  In  February  1 990  we  asked  for  public  comment  on 
the  issues  involved.  The  comment  period  for  the  pro¬ 
posal  has  only  recently  ended,  and  we  are  reviewing 
the  comments  we  have  received  before  making  a  final 
decision  as  to  what  shape  the  rule  should  take. 


Collective  Investment  Funds 

Banks  already  have  the  authority  to  provide  collective 
investment  funds  for  trust  accounts,  including  indi¬ 
vidual  trusts  and  pension  and  employee  benefit  plans. 
Banks  have  used  collective  investment  funds  since  at 
least  1937.  They  have  become  widely  accepted  as  an 
authorized  exercise  of  bank  fiduciary  powers  and  have 
allowed  fiduciaries  to  serve  the  needs  of  less  affluent 
customers  whose  accounts,  if  overseen  or  managed 
on  an  individual  basis,  would  bear  prohibitive  admin¬ 
istrative  costs.  At  the  end  of  1988,  over  $1.15  trillion 
was  managed  by  bank  trustees  in  individual  trusts  and 
through  collective  funds. 

The  authority  of  banks  to  engage  in  the  management  of 
collective  investment  trusts  has  been  upheld  by  the 
courts.  Litigation  brought  in  1984  challenged  the  legal 
authority  of  national  banks  to  pool  individual  retirement 
accounts  (IRAs)  and  make  such  accounts  more  widely 
available  to  the  public.  The  Supreme  Court  declined  to 


review  several  lower  court  rulings  upholding  the  legal¬ 
ity  of  commingling  such  trust  accounts  in  collective 
investment  funds. 

The  Proposed  Revisions 

As  you  know,  one  of  the  changes  contained  in  the 
proposed  rule  would  permit  banks  to  advertise  sep¬ 
arately  from  other  trust  services  the  management  of 
collective  investment  funds  for  individual  trusts.  This  is 
a  very  narrow  change  in  our  rules,  because  banks  are 
already  permitted  to  advertise  this  service  in  com¬ 
bination  with  other  trust  services.  The  mere  fact  that  a 
bank  advertises  this  service  separately  should  not 
affect  its  permissibility. 

It  is  hard  to  justify  a  system  that  allows  banks  to  adver¬ 
tise  some  trust  services  individually,  but  not  others, 
especially  when,  from  the  public’s  standpoint,  the  ser¬ 
vices  are  very  similar.  If  a  bank  is  empowered  to  offer 
services,  it  ought  to  be  able  to  advertise  those  services 
in  a  truthful  and  accurate  way.  In  fact,  current  OCC 
regulations  already  allow  some  forms  of  collective  in¬ 
vestment  funds  to  be  advertised  on  a  stand-alone 
basis.  For  example,  there  currently  is  no  prohibition  on 
separately  advertising  employee  benefit  plans,  in¬ 
cluding  IRA  funds.  The  OCC  lifted  the  prohibition  on 
advertising  these  services  twenty  years  ago,  in  order  to 
permit  national  banks  to  compete  with  state  banks  — 
which  were  not  subject  to  the  restrictions  on  advertising 
—  for  pension  and  employee  benefit  accounts. 

The  proposed  revisions  also  would  remove  certain 
OCC  restrictions  governing  the  fees  that  may  be 
charged  for  trust  services,  placing  national  banks  on 
an  equal  basis  with  state  banks  in  terms  of  fees  that  can 
be  charged  for  the  management  of  collective  invest¬ 
ment  trusts. 

We  are  considering  these  changes  to  recognize  the 
competitive  realities  of  the  market  for  collective  invest¬ 
ment  funds.  The  current  system  of  regulation  is  really  a 
vestige  of  an  era  that  has  passed.  At  that  time,  the 
market  for  financial  services  was  highly  segmented 
Financial  institutions,  banks,  investment  companies, 
and  others  were  highly  differentiated  in  terms  of  the 
services  they  offered  to  the  public.  Over  the  years,  the 
lines  separating  different  segments  of  the  market  have 
become  increasingly  blurred  through  an  explosion  of 
new  products.  Banks  have  lost  many  of  their  best 
customers  to  securities  firms  that  issue  commercial 
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paper,  and  money  market  funds  have  taken  many 
depositors  away  from  banks. 

From  a  legal  perspective,  trust  products  and  mutual 
funds  are  not  identical.  However,  as  a  practical  matter, 
bank  common  trust  funds  that  are  advertised  to  the 
public  may  compete  in  many  respects  with  some 
mutual  funds.  I  believe  that  would,  on  the  whole,  be 
beneficial.  Some  members  of  the  public  may  find  a 
bank's  fiduciary  services  more  appropriate  and  at¬ 
tractive  than  a  stockbroker’s,  a  mutual  fund  sponsor’s 
or  an  insurer's,  and  vice  versa.  Bank  IRA  collective 
investment  funds  already  compete  with  mutual  funds 
that  are  designed  to  hold  IRA  accounts,  without  any 
apparent  adverse  effect  on  the  public. 

Customers  who  are  aware  of  fiduciary  services  avail¬ 
able  from  national  banks  can  elect  to  use  those  ser¬ 
vices  rather  than  purchase  mutual  fund  shares  or  buy 
insurance.  Traditionally,  wealthier  citizens  have  dis¬ 
proportionately  used  trust  services  of  banks.  As  new 
products  have  developed,  however,  those  services  are 
more  and  more  attractive  to  a  wider  segment  of  the 
population.  The  changes  that  we  have  proposed  would 
simply  extend  these  opportunities  to  that  population. 
The  greater  number  of  choices  and  additional  com¬ 
petition  that  will  result  from  increased  national  bank 
activity  in  the  trust  area  can  provide  benefits  to  the 
consumer. 

Customer  Protections 

The  OCC’s  proposal  represents  an  effort  to  allow  banks 
to  compete  more  effectively  in  one  of  their  own  tra¬ 
ditional  lines  of  business.  Any  such  effort  must  ensure, 
however,  that  consumers  are  adequately  protected 
against  overcharging  and  other  potential  abuses. 

If  we  proceed  to  change  our  rules,  banks  advertising 
collective  investment  funds  would,  in  fact,  have  to 
comply  with  two  sets  of  consumer  protection  re¬ 
quirements:  those  that  securities  authorities  impose  on 
mutual  funds,  as  well  as  those  that  banking  authorities 
impose  on  bank  trusts.  Mutual  funds,  in  contrast,  are 
not  subject  to  the  banking  authorities'  requirements.  As 
a  result,  bank  trustees  that  advertise  collective  invest¬ 
ment  funds  for  individuals  would  have  to  accept  a 
heavier  regulatory  burden  than  other  providers  of  simi¬ 
lar  products,  such  as  mutual  funds. 

Trust  customers  of  national  banks  enjoy  a  variety  of 
additional  protections  under  state  and  federal  law. 
These  protections  should  be  recognized  when  con¬ 
sidering  the  consequences  of  any  proposed  rule- 
making  Federal  statutes  and  OCC  regulations  con¬ 
stitute  a  federal  overlay  on  prevailing  state  statutory 
and  common  law  requirements,  which  vary  from  state 


to  state.  In  general,  state  statutory  and  common  law 
regulate  the  operation  of  trusts  in  some  detail  and 
impose  duties  on  trustees,  such  as  the  duty  of  loyalty 
that  prohibits  conflicts  of  interests.  These  requirements 
are  more  restrictive  than  those  that  would  apply  to  other 
parties  in  arm’s  length  transactions  and  provide  bank 
trust  customers  with  significant  protections  against 
improper  actions  by  a  bank  trustee. 

By  statute,  banks  are  required  to  keep  trust  assets 
separate  from  other  assets  on  their  books.  Trust  offi¬ 
cers  and  employees  must  be  bonded.  Trustees  may 
not  provide  checking  services  for  trust  accounts.  OCC 
rules  also  contain  a  prohibition  against  self-dealing, 
limitations  on  the  permissible  investment  of  funds  held 
as  fiduciary,  and  limitations  on  the  sales  or  purchases 
of  property  between  trusts  and  bank  officers,  directors, 
employees,  and  affiliates.  Failure  to  meet  these  re¬ 
quirements  can  result  in  the  assessment  by  the  OCC  of 
substantial  civil  money  penalties,  the  imposition  of 
cease  and  desist  orders  and,  potentially,  revocation  of 
trust  powers. 

The  OCC  rules  governing  collective  investment  ac¬ 
tivities  require  quarterly  market  valuation  of  assets, 
annual  audit  of  funds,  annual  financial  reports  for 
funds,  and  public  availability  of  such  reports.  We  also 
regulate  distributions  of  fund  assets,  prohibit  a  trustee 
from  holding  a  separate  interest  in  a  fund,  prohibit 
banks  (subject  to  limited  exceptions)  from  making 
loans  to  funds  for  which  they  serve  as  trustee,  and 
prohibit  lending  by  a  bank  against  an  interest  in  a  fund. 

It  is  in  recognition  of  these  extensive  restrictions  that 
the  Congress  explicitly  exempted  collective  invest¬ 
ment  trusts  from  the  Investment  Company  Act  of  1940. 
Over  time,  the  staff  of  the  Securities  and  Exchange 
Commission  (SEC)  has  issued  letters  construing  this 
exemption  narrowly.  These  interpretations,  if  applied  to 
collective  investment  funds,  would  require  banks  that 
advertise  these  funds  to  register  the  funds  as  invest¬ 
ment  companies  under  the  1 940  act  and  to  register  the 
interests  in  these  funds  as  securities  under  the  Securi¬ 
ties  Act  of  1 933.  We  have  notified  national  banks  of  the 
SEC’s  position  in  a  banking  circular. 

As  I  stated  before,  these  additional  requirements  under 
the  federal  securities  laws  would  render  an  advertised 
bank  common  trust  fund  subject  to  as  much,  if  not 
more,  regulation  as  any  comparable  financial  service 
vehicle.  It  is  generally  accepted  that  the  antifraud  re¬ 
quirements  of  the  federal  securities  laws  already  apply 
to  every  bank  common  trust  fund,  advertised  or  not. 
With  advertised  funds,  the  trustee  also  would  be  re¬ 
quired  to  prepare  an  extensive  registration  statement 
and  to  comply  with  all  the  recordkeeping  and  other 
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rules  that  apply  to  mutual  funds.  In  addition,  it  is  impor¬ 
tant  to  keep  in  mind  that  an  advertised  fund  would  not 
be  relieved  of  compliance  with  the  body  of  concurrent 
OCC  regulatory  requirements  applicable  to  trusts. 

Another  issue  observers  have  raised  is  that  banks  are 
not  required  to  register  as  investment  advisers  under 
the  Investment  Advisers  Act  of  1940  or  as  brokers  or 
dealers  under  the  Securities  Exchange  Act  of  1934. 
These  exemptions  reflect  congressional  awareness  of 
the  extensive  regulation  of  bank  trustees.  Bank  trustees 
are  subject  to  stringent  capital  and  recordkeeping 
requirements.  In  addition,  bank  trustees  must  not  only 
deal  fairly  with  trust  customers,  but  they  owe  trust 
customers  a  duty  of  undivided  loyalty,  established 
through  generations  of  state  statutory  and  common 
law.  Thus,  to  the  extent  bank  functions  appear  to  over¬ 
lap  with  those  of  an  investment  adviser,  broker,  or 
dealer,  banks  are  already  subject  to  requirements  simi¬ 
lar  to  those  that  advisors,  brokers,  or  dealers  must 
observe. 

Congress  previously  has  recognized  the  distinction 
between  the  trust  function  and  the  securities  sales 
function.  The  securities  laws  do  place  on  banks  other 
analogous  registration  requirements  when  their  con¬ 
duct  so  warrants.  For  example,  bank  municipal  and 
government  securities  dealer  departments  are  regis¬ 
tered  under  the  Exchange  Act.  The  representatives  of 
these  departments  are  subject  to  separate  qual¬ 
ification  requirements  as  well  because  they  deal  with 
the  public  in  order  to  sell  the  securities  of  other  issuers. 
They  cannot  accept  the  assets  of  customers  to  be 
placed  in  trust. 

Firewalls 

The  subcommittee  in  its  invitation  letter  also  inquired 
about  the  necessity  of  firewalls  to  separate  collective 
investment  funds  from  other  banking  activities.  The 
simplest  answer  would  be  that  strong  measures  are 
already  in  place  that  protect  against  fraudulent  or  de¬ 


ceptive  practices.  These  measures  are  analogous  to 
the  so-called  firewall  restrictions  that  are  imposed  on 
affiliated  subsidiaries  of  parent  holding  companies  that 
engage  in  security  activities  to  prevent  self-dealing  and 
other  fraudulent  practices. 

National  banks  with  trust  powers  are  limited  to  the 
powers  of  state-chartered  banks  and  trust  companies 
in  the  states  where  they  are  located.  This  general 
limitation  also  applies  to  the  fees  that  national  bank 
fiduciaries  are  permitted  to  charge.  OCC  regulations 
have  superimposed  over  this  requirement  for  all  trusts 
the  general  limitation  that  national  bank  fiduciary  fees 
must  be  reasonable.  The  OCC  also  currently  imposes 
other  specific  requirements  limiting  the  types  of  the 
fees  that  may  be  charged  for  collective  investment 
funds.  For  example,  OCC  regulations  currently  prohibit 
charging  a  fee  for  setting  up  the  collective  investment 
fund.  The  effect  of  these  OCC  requirements  is  to  im¬ 
pose  on  national  bank  trustees  fee  requirements  that 
can  be  more  restrictive  than  those  for  state  banks 
operating  in  the  same  market. 

On  the  other  hand,  concerns  have  been  raised  that  the 
absence  of  the  fee  restriction  for  collective  investment 
funds  will  lead  to  double  charging  (i.e. ,  a  fee  charged 
both  on  the  acceptance  of  the  trust  and  for  maintaining 
the  funds  in  a  collective  investment  fund)  and  other 
potential  customer  abuses.  We  will  consider  these 
concerns  fully  as  we  evaluate  public  comments  and 
decide  on  the  provisions  of  a  final  rule. 

Conclusion 

It  is  too  early  to  state  what  actions,  if  any,  the  OCC  will 
take  following  its  consideration  of  the  comments  re¬ 
ceived  from  the  Congress  and  the  public.  We  have 
received  a  considerable  number  of  comments,  all  of 
which  will  receive  careful  study.  I  can  assure  you  that 
the  action  we  ultimately  will  take  will  reflect  con¬ 
sideration  of  the  comments  we  receive  and  conformity 
with  the  spirit  and  the  letter  of  applicable  law. 


53 


Remarks  by  Robert  L.  Clark  before  the  American  Institute  of  Certified  Public 
Accountants  National  Conference  on  Banking,  on  mark-to-market  accounting, 
Washington,  D.C.,  November  8,  1990 


I  would  like  to  begin  today  with  a  confession.  As  a 
teenager  in  the  1 950s,  I  looked  up  to  a  small  number  of 
people  who  exhibited  strengths  and  virtues  that  I  ad¬ 
mired:  intelligence,  purpose,  perseverance.  Given  my 
early  interest  in  government,  one  of  the  objects  of  my 
admiration  was  John  Foster  Dulles  —  President  Eisen¬ 
hower’s  Secretary  of  State. 

Admittedly,  my  interest  in  the  man  wasn’t  typical  for  my 
age.  Then  as  now  few  teenagers  take  an  interest  in 
public  officials.  And  Dulles  had  a  reputation  for  being 
something  less  than  charismatic.  The  British  Prime 
Minister,  Anthony  Eden,  liked  to  tell  the  joke:  “Dull, 
duller,  Dulles.”  Winston  Churchill  called  Dulles:  “the 
only  bull  I  know  who  carries  his  china  closet  with  him.” 

Dulles  himself  captured  the  essence  of  his  own  per¬ 
sonality  when  he  aswered  the  question:  “Have  you  ever 
been  wrong?”  He  considered  the  question  for  some 
time.  Then  he  admitted:  “Yes.  Once,  many,  many  years 
ago,  I  thought  I  had  made  a  wrong  decision.  Of  course, 
it  turned  out  that  I  had  been  right  all  along,  but  I  was 
wrong  to  have  thought  that  I  was  wrong." 

Dulles  was  the  hardest  of  hardliners.  And,  because  of 
that,  it  is  easy  now  to  forget  that  he  was  —  at  the  same 
time  —  a  unique  combination  of  the  visionary  and  the 
practical.  He  was  instrumental  in  the  creation  of  the 
United  Nations  and,  indeed,  served  as  U.S.  ambassa¬ 
dor  there  in  the  late  1940s.  In  1954,  he  initiated  talks 
with  the  Soviets  on  limiting  nuclear  energy  to  peaceful 
purposes.  He  even  explored  the  possibility  of  nego¬ 
tiations  with  the  Soviets  on  reunification  of  Germany. 

While  it  is  unlikely  that  you  will  ever  see  a  book  titled  The 
Wit  and  Wisdom  of  John  Foster  Dulles  in  any  store  — 
his  wit  being  dry  in  both  senses  of  the  word  —  some  of 
his  wisdom  endures.  An  example  is  this  quote:  "The 
measure  of  success  is  not  whether  you  have  a  tough 
problem  to  deal  with,  but  whether  it’s  the  same  problem 
you  had  last  year.” 

If  we  were  to  apply  that  standard  to  banking,  I  believe 
bankers,  bank  supervisors,  the  Congress,  other  gov¬ 
ernmental  policy  makers  and  accountants  serving 
banking  clients  would  have  a  tough  time. 

Consider  the  titles  of  these  four  articles  from  The 
Banker’s  Magazine,  one  of  the  touchstone  publications 
for  the  banking  industry:  "The  Financial  Ides  of  March," 
“The  Problem  with  Problem  and  Failed  Banks,"  "Bank 
Examination,  Capital  Adequacy,  and  Risk,"  "Should 


Bank  Annual  Reports  Be  in  the  Fiction  Section  of  the 
Library?" 

They  are  from  the  magazine's  May-June  issue  —  May- 
June  1980,  that  is.  But  they  could  just  as  easily  be  the 
titles  of  articles  from  the  magazine’s  current  issue,  too. 

The  accounting  article  aside,  there  is  a  good  reason  for 
the  deja  vu,  or  rather,  truly  deja  vu  all  over  again,  when  it 
comes  to  contemporary  banking  history.  We  have  been 
here  before.  And  before  that.  And  before  that. 

Here  is  the  narrative:  Banks  have  significant  problems. 
As  a  result  of  these  problems,  they  have  taken  major 
hits  on  their  earnings.  Because  of  these  problems, 
many  banks  will  continue  to  take  major  hits  on  their 
earnings.  These  problems  arise  from  massive  lending 
to  one  business. 

The  current  chapter  is  headed:  “Real  Estate.”  The  one 
before  that  is  headed:  “Energy.”  The  one  before  that  is 
headed:  “Agriculture.”  The  one  before  that  is  headed: 
"Developing  Country  Debt."  The  one  before  that  is 
headed:  “Real  Estate."  And  so  on. 

Clearly,  there  is  a  cycle  here.  And  it  is  not  just  the 
uncanny  ability  of  bankers  to  choose  to  lend  to  cus¬ 
tomers  who  later  go  down  the  tubes.  Rather,  it  is  the 
recurrent  concentration  of  lending  by  many  banks  to 
whatever  is  the  “hot”  lending  market  of  the  moment,  the 
most  recent  example  being  real  estate. 

Commercial  bank  real  estate  lending  tripled  during  the 
1980s,  from  $248  billion  to  $750  billion.  Real  estate 
loans  accounted  for  72  percent  of  all  loan  growth  at 
commercial  banks  since  1984. 


Concentrations  in  Loan  Portfolios 

One  can  —  and  many  bankers  do  —  argue  that  they 
have  had  no  choice  but  to  engage  in  concentration. 
Bankers  say  that  restrictive  federal  laws  limit  their  op¬ 
tions  in  investing  funds,  as  well  as  limit  their  choice  of 
the  customers  they  can  serve  with  the  services  they  are 
empowered  to  offer.  Major  economic  powerhouses  go 
straight  to  the  market  with  commercial  paper,  by¬ 
passing  commercial  banks  and  thus  lessening  poten¬ 
tial  income,  they  say.  And  the  bankers  from  smaller 
institutions  point  out  that  they  are  tied  into  the  local 
economy  because  they  don't  have  the  resources  to 
transcend  it. 
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All  this  is  true  —  to  a  point  But  it  is  not  the  whole  story. 
We  are  not  dealing  with  deterministic  forces  of  history 
here  Managements  can  —  and  do  —  find  ways  to 
diversify.  Managements  can  —  and  do  —  find  ways  to 
avoid  concentrations  or  insure  themselves  against  po¬ 
tential  loss  from  concentrations. 

Concentration,  a  lack  of  diversification,  comes  in  many 
forms:  geographic,  industry,  line  of  business,  niche 
specialty,  and  so  on.  And  good  managers  know  that, 
however  it  is  structured,  concentration  inevitably  leads 
to  increased  risk  of  loss  and  increased  risk  of  failure. 

This  isn't  a  profound  thought.  Neither  is  it  new.  As  far 
back  as  1 863,  Hugh  McCulloch,  the  first  Comptroller  of 
the  Currency,  admonished  banks  to  distribute  risks 
rather  than  concentrate  them.  In  fact,  prudent  bankers 
were  practicing  diversification  long  before  the  econ¬ 
omists  gave  them  a  theory  to  explain  why  they  should 
do  so. 

Avoiding  concentration  is  a  fundamental  of  banking 
that  goes  beyond  the  immediate  condition  of  the  con¬ 
centrated  asset  —  in  other  words,  whether  the  market 
for  it  is  strong  or  weak  at  any  particular  time. 

Even  if  risk  is  controlled  loan  by  loan  and  investment  by 
investment,  an  institution  is  still  exposed  to  events  over 
which  it  has  no  control,  events  that  can  threaten  the 
value  of  whole  classes  of  assets.  Even  a  bank  that  takes 
the  greatest  care  to  control  the  risk  of  individual  loans  or 
investments  may  be  blind  to  this  danger. 

Manufacturers  and  other  businesses  who  specialized 
in  one  product  long  ago  learned  the  lesson  the  hard 
way. 

In  short,  the  major  challenge  to  banking  in  the  1990s  is 
the  same  challenge  it  faced  in  the  1 980s  and  the  same 
challenge  it  faced  in  the  1 970s:  avoiding  concentration 
—  finding  ways  to  diversify  and  thereby  to  lessen 
exposure  to  loss. 

Avoiding  concentration  may  be  done  through  legis¬ 
lation  by  widening  the  business  opportunities  banking 
has  open  to  it.  It  can  be  done  by  taking  greater  advan¬ 
tage  of  the  opportunities  that  are  open  for  diver¬ 
sification  today.  And  it  must  be  done  if  banking  ever  is 
to  break  out  of  the  vicious  cycle  it  has  been  trapped  in, 
and  that  it  has  trapped  itself  in.  And,  yes,  I  do  mean 
“trapped  itself." 

Experience  has  again  and  again  shown  that  the  major 
cause  of  failures  for  larger  banks,  and  problems  for  the 
yer y  largest,  is  lack  of  diversification. 


It's  more  difficult  to  accept  the  "restrictive  government 
policy"  argument,  the  argument  that  laws  leave  banks 
with  few  options  for  diversification,  from  an  institution 
with  offices  throughout  a  region,  or  throughout  the 
country,  or  on  other  continents,  or  even  around  the 
world,  than  it  is  to  sympathize  with  the  management  of 
an  institution  with  a  headquarters  and  three  branches 
in  the  third  largest  city  in  an  agricultural  state. 

Why  do  intelligent,  seasoned  bankers  again  and  again 
ignore  risk  exposure  and  market  saturation  to  jump  on  a 
bandwagon  that  is  headed  over  a  cliff? 

Does  instinct  drive  them  to  remain  within  a  herd  that  is 
heading  toward  slaughter? 

The  answer  to  these  questions  that  hits  closest  to  the 
mark  came  from  Sherman  J.  Maisel,  who  wrote  nearly 
10  years  ago  that:  “The  most  frequent  cause  of  losses 
and  insolvency  of  financial  institutions  is  their  failure  to 
plan  adequately  for  events  that  may  occur  but  that  are 
not  expected.  Banks  become  insolvent  when,  wittingly 
or  unwittingly,  they  concentrate  too  many  of  their  loans, 
investments,  or  activities  in  areas  where  unanticipated 
events  are  likely  to  cause  losses  that  move  together 
and  may  be  substantial.”  He  concluded:  “Possibilities 
of  high  profits  blind  them  to  their  portfolio  risks.” 

The  banking  historian  Ron  Chernow  puts  the  challenge 
to  banking  more  concisely:  Only  diversification  dis¬ 
tinguishes  banking  from  gambling.”  Gambling  brings 
losses  —  and  not  just  to  the  players  who  roll  the  dice. 
The  Federal  Deposit  Insurance  Corporation  has  esti¬ 
mated  that  80  percent  of  the  losses  in  the  insurance 
fund  for  banks  have  been  centered  in  institutions  that 
were  concentrated.  That’s  right,  80  percent. 

For  bankers  at  the  larger  institutions  in  the  country,  the 
prescription  for  the  future  —  meeting  the  challenge  of 
the  90s  —  could  not  be  clearer:  Limit  exposure  to  any 
single  borrower  and  any  single  industry  or  group  of 
industries  clustered  around  the  same  product  or  pro¬ 
cess.  And  diversify  geographically  and  along  product 
lines  to  the  extent  that  the  law  and  resources  allow  you 
to. 

These  actions  won't  allow  banks  to  eliminate  risk,  but 
they  will  enable  bankers  to  reduce  them. 

I  believe  that  most  bankers  get  into  trouble  with  con¬ 
centration  because  they  haven’t  thought  through  the 
ramifications  of  their  actions.  They  focus  on  the  indi¬ 
vidual  loan  and  ignore  the  greater  environment  of 
which  it  is  a  part.  That  approach  can  be  dangerous 
and  not  just  in  lending. 
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Mark-to-Market  Accounting 

Consider  one  immediate  challenge  that  banking  faces: 
a  mark-to-market  accounting  standard  for  a  bank’s 
entire  investment  portfolio,  and  perhaps  other  assets, 
such  as  residential  loans  that  meet  the  criteria  that 
allow  them  to  be  packaged  and  sold  in  the  market¬ 
place,  so  called  “conforming”  residential  loans. 

The  American  Institute  of  Certified  Public  Accountants 
(AICPA)  has  recommended  that  the  Financial  Account¬ 
ing  Standards  Board  take  quick  action  on  whether 
banks  will  be  required  to  meet  that  standard. 

As  you  know,  bankers  oppose  any  change  to  current 
standards. 

The  argument  in  favor  of  a  mark-to-market  standard  is 
simple:  It  assumes  that  the  mark-to-market  standard 
would  provide  the  best  possible  information  to  users  of 
financial  data  —  investors,  depositors,  the  market 
place,  even  regulators. 

In  opposing  the  mark-to-market  standard,  bankers  ar¬ 
gue  that  it  would  create  too  much  volatility  in  bank 
earnings  and  capital.  They  also  object  to  applying  a 
mark-to-market  standard  to  assets  without  taking  into 
account  the  other  side  of  the  balance  sheet. 

Along  with  these  outcomes,  several  others  should  be 
examined  —  outcomes  that  go  beyond  the  issue  of 
bank  reporting. 


In  the  long  term,  mark-to-market  may  likely  lead  bank¬ 
ers  to  shorten  the  maturities  of  their  investment  port¬ 
folios  to  lessen  the  standard’s  impact  on  earnings  and 
capital.  Most  of  the  banking  system's  investment  port¬ 
folio  consists  of  U  S.  Government  securities.  Mark-to- 
market,  therefore,  has  the  potential  of  lessening  the 
appetite  of  banks  for  these  securities. 

Further,  banks  may  change  the  mix  of  their  asset  base 
to  avoid  securities  and  other  loans  that  have  to  be 
marked  to  market.  This  change  could  affect  bank  earn¬ 
ings,  liquidity,  and  asset  quality. 

In  addition,  if  “conforming”  residential  loans  were  cov¬ 


ered  by  the  standard,  mark-to-market  could  likely  make 
banks  less  eager  to  participate  in  the  secondary  mort¬ 
gage  market.  In  other  words,  they  could  make  fewer 
“conforming"  loans. 

Finally,  banks  would  likely  completely  restructure  their 
asset/liability  management  strategies  if  a  mark-to- 
market  standard  is  imposed.  Literally  every  facet  of  the 
business  of  banking  would  be  affected,  as  banks  in¬ 
crease  some  of  their  lines  of  business  and  decrease 
others  to  meet  —  not  market  demands  for  credit  —  but 
the  strictures  imposed  from  the  standard. 

A  mark-to-market  standard,  then,  would  not  merely  be 
a  technical  change  in  how  the  business  of  banking  is 
reported.  Rather,  by  creating  incentives  and  disin¬ 
centives,  it  would  drive  business  decisions  by  bankers. 

Mark-to-market  does  not  represent  merely  a  change  in 
bank  accounting.  It  represents  a  change  in  banking 
policy.  And  it  should  be  recognized  as  a  change  in 
banking  policy.  At  the  very  least,  the  significant  incen¬ 
tives  and  disincentives  it  would  create  should  be 
closely  examined  before  a  decision  is  made.  And  this 
question  should  then  be  answered:  Do  the  wider  rami¬ 
fications  of  a  mark-to-market  standard  outweigh  the 
benefits  the  proponents  of  the  standard  assume  it  will 
bring? 

In  short,  the  potential  for  market  distortions  and  for 
behavior  that  is  not  in  the  long-run  best  interest  of  the 
banking  industry  and  the  economy  should  be  mea¬ 
sured  and  factored  into  the  decision. 

During  his  years  as  Secretary  of  State,  John  Foster 
Dulles  once  boarded  Air  Force  One  on  a  tough  mission. 
“Where  to,  sir?”  the  pilot  asked. 

"Anywhere,”  replied  Dulles,  "We  have  problems  all 
over.” 

Banking  today  has  problems.  Some  might  say  that  it 
has  problems  all  over.  But  we  can  work  through  those 
problems  if  we  apply  intelligence,  purpose,  and  per¬ 
severance  and  if  we  avoid  rushing  to  reforms  that  may 
appear  attractive  on  the  surface,  but  that  bring  with 
them  unintended  consequences  that  may  make  the 
existing  problems  worse  and  create  new  ones  as  well. 


57 


Statement  of  Stepthen  R.  Steinbrink,  Deputy  Comptroller,  Multinational  Banking, 
before  the  House  Committee  on  Banking,  Finance  and  Urban  Affairs,  on  the 
regulation  of  U.S.  branches  and  agencies  of  foreign  banks,  Washington,  D.C., 
October  9,  1990 


Mr.  Chairman  and  members  of  the  committee,  thank 
you  for  the  invitation  to  testify  today  about  the  Office  of 
the  Comptroller  of  the  Currency’s  (OCC’s)  regulation 
and  supervision  of  U.S.  branches  and  agencies  of 
foreign  banks  and,  in  particular,  the  OCC's  Federal 
Branch  Program.  We  welcome  the  committee’s  interest 
in  this  area  of  bank  supervision  and  appreciate  the 
opportunity  to  share  with  you  our  efforts  to  assure  the 
safety  and  soundness  of  the  national  banking  system 
through  the  regulation  and  supervision  of  federal 
branches  and  agencies. 

The  International  Banking  Act  of  1978 

OCC  involvement  in  the  regulation  and  supervision  of 
branches  and  agencies  began  with  passage  of  the 
International  Banking  Act  of  1978  (IBA).  The  IBA  af¬ 
fords  foreign  banks  the  opportunity  to  apply  for  a  fed¬ 
eral  branch  or  agency  license  in  those  states  where  the 
bank  is  not  operating  a  state  branch  pursuant  to  state 
law  and  the  establishment  of  a  branch  or  agency  is  not 
prohibited  by  state  law.  The  IBA  identified  the  OCC  as 
the  U.S.  bank  regulatory  agency  charged  with  primary 
responsibility  for  supervising  federal  branches  and 
agencies.  The  OCC  is  responsible  for  acting  on  appli¬ 
cations  to  license  federal  branches,  performing  exami¬ 
nations,  and  providing  an  overall  system  of  super¬ 
vision. 

At  present  there  are  80  Federal  branches  in  operation, 
most  of  which  are  located  in  New  York  City,  although  1 3 
licensees  operate  on  the  west  coast.  A  single  Federal 
agency  operates  in  Miami,  Florida.  As  of  June  30, 1 990, 
the  80  Federal  licensees  had  approximately  $33.3 
billion  in  total  assets,  $13.1  billion  in  total  loans  and 
$14.9  billion  in  total  deposits.  Total  liabilities  to  non- 
related  third  parties  amounted  to  $29.3  billion.  Seven 
Federal  branches  are  retail  operations  insured  by  the 
Federal  Deposit  Insurance  Corporation  (FDIC). 

Supervision  of  Federal  Branches 

Our  approach  to  the  supervision  of  Federal  branches 
mirrors  that  utilized  for  national  banks  and  is  consistent 
with  the  national  treatment  of  these  banking  entities 
provided  by  the  IBA.  The  same  cadre  of  national  bank 
examiners  that  examine  national  banks  perform  annual 
examinations  of  Federal  branches  and  agencies. 

Our  program  of  supervision  begins  with  the  licensing 
decision.  Much  like  a  national  bank  charter,  the  de¬ 


cision  to  grant  or  deny  a  license  to  operate  is  funda¬ 
mental  to  proper  supervision.  The  OCC,  in  acting  on 
Federal  branch  applications,  considers  the  financial 
and  managerial  ability  of  the  applicant  foreign  bank 
and  the  proposed  Federal  branch,  competition,  the 
convenience  and  needs  of  the  community  to  be 
served,  economic  conditions  and  the  system  of  super¬ 
vision  in  the  home  country,  and  international  banking 
expertise.  If,  after  considering  these  factors,  the  OCC  is 
not  convinced  the  applicant  foreign  bank  has  a  rea¬ 
sonable  likelihood  of  success,  a  Federal  branch  li¬ 
cense  will  be  denied.  Foreign  banks  currently  holding  a 
state  branch  or  agency  license  desiring  to  convert  to  a 
Federal  branch  must  have  a  record  of  sound  operation 
as  a  state  licensee  in  order  to  qualify  for  a  Federal 
license.  For  Federal  branch  applications,  the  OCC 
contacts  the  home  country  supervisor  as  to  the  finan¬ 
cial  ability  and  record  of  performance  of  the  parent 
bank. 

The  IBA  requires  the  OCC  to  perform  an  examination  of 
each  Federal  branch  at  least  once  each  calendar  year 
The  regularity  of  examinations  assures  compliance 
with  the  requirements  of  national  banking  law. 

Supervisory  Issues  Unique  to  Federal 
Branches  and  Agencies 

Generally  Federal  branches  and  agencies  are  ex¬ 
posed  to  the  same  risks,  are  subject  to  the  same  laws, 
rulings,  and  regulations  and  are  examined  in  much  the 
same  way  as  a  national  bank.  However,  because  they 
are  not  separate  legal  entities  and  are  only  extensions 
of  the  parent,  their  operations  may  differ  in  some  areas 
For  example,  because  Federal  branches  and  agencies 
are  an  extension  of  the  parent  bank,  they  do  not  have  a 
separate  capital  structure.  Therefore  they  are  required 
to  maintain  a  pledge  of  assets  known  as  a  capital 
equivalency  deposit,  more  commonly  known  as  a  CED 
account.  The  OCC  has  developed  specific  examina¬ 
tion  procedures  and  a  series  of  Federal  branch  bank¬ 
ing  circulars  to  address  supervisory,  policy,  and  opera¬ 
tional  issues  which  are  of  particular  importance  to 
these  banking  entities.  The  circulars  provide  guidance 
in  areas  such  as  allowance  for  loan  and  lease  losses, 
capital  equivalency  deposit  accounts,  and  funds  due 
from  home  and  related  offices.  Finally,  our  examination 
of  Federal  branches  and  agencies  is  always  tempered 
with  common  sense  recognizing  that  these  entities  are 
U.S.  branch  offices  of  foreign  banking  companies 
which  are  supported  by  the  financial  and  managerial 
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abilities  of  those  companies.  The  program  of  Federal 
branch  regulation  and  supervision  is  administered  by 
the  Multinational  Banking  Department  located  in  Wash¬ 
ington,  D  C  The  Multinational  Banking  Department 
reviews  each  Federal  branch  report  of  examination  to 
ensure  consistency  of  supervision  across  the  country 
and  a  system  of  regulation  which  is  consistent  with  the 
mandates  of  the  IBA. 

With  regard  to  enforcement  powers,  the  IBA  em¬ 
powered  the  OCC  to  issue  such  rules,  regulations,  and 
orders  as  deemed  necessary  to  carry  out  the  pro¬ 
visions  of  the  IBA.  The  same  enforcement  tools  avail¬ 
able  to  the  OCC  for  national  banks  exist  for  Federal 
branches.  Civil  money  penalties,  cease  and  desist 
orders  and  other  enforcement  measures  are  available 
and  have  been  used  as  enforcement  and  compliance 
tools.  During  the  last  year,  we  have  issued  seven  (7) 
enforcement  actions.  In  addition,  the  IBA  granted  the 
OCC  the  authority  to  terminate  the  license  of  any  Fed¬ 
eral  branch  for  noncompliance  with  any  rule,  order,  or 
regulation  of  this  office.  The  OCC  has  not  revoked  a 
license,  but  our  ability  to  recall  or  retrieve  a  Federal 
branch  license  remains  the  ultimate  sanction. 

In  summary,  the  overall  approach  to  the  supervision  of 
Federal  branches  and  agencies  integrates  the  pro¬ 
gram  of  Federal  branch  supervision  and  regulation  with 
the  system  for  supervision  of  national  banks.  We  be¬ 
lieve  this  approach  provides  for  consistency  and  fair¬ 
ness  and  allows  for  the  best  possible  employment  of 
OCC  resources. 


Cooperation  among  Regulators  in  the 
Supervision  of  Federal  Branches 

The  letter  of  invitation  asked  whether  the  regulatory 
structure  governing  U.S.  branches  and  agencies  of 
foreign  banks  is  adequate  or  whether  the  fragmented 
structure  that  now  exists  (i.e. ,  the  regulation  and  exam¬ 
ination  of  these  entities  is  divided  among  the  OCC,  the 
FDIC,  and  the  Federal  Reserve  as  well  as  the  50  states) 
is  prone  to  breakdowns  such  as  the  one  that  occurred 
in  the  BNL-Atlanta  case.  Banca  Nazionale  Del  Lavoro's 
Atlanta  branch  is  not  a  Federal  branch  and  is  not 
subject  to  OCC  supervision  or  regulation  and  conse¬ 
quently,  I  cannot  comment  on  the  specific  case.  We 
believe  that  cooperation,  communication,  and  sharing 
of  information  with  other  domestic  regulators  such  as 
the  Federal  Reserve  and  FDIC  and  the  home  country 
regulator  of  the  parent  bank  is  essential  to  ongoing 
supervision. 

Your  letter  also  asked  us  to  explain  the  OCC's  role  in 
regulating  the  U  S  branches  and  agencies  of  foreign 


banks  and  the  type  of  examination  the  OCC  conducts 
(i.e.  safety  and  soundness  or  compliance).  The  OCC 
conducts  full  scope  examinations  of  Federal  branches 
and  agencies  including  reviews  of  asset  quality  and 
other  solvency  related  issues.  As  you  may  know,  the 
Basle  Committee  on  Banking  Regulations  and  Supervi¬ 
sory  Practices  has  agreed  upon  certain  principals  for 
the  regulation  and  supervision  of  international  banks. 
The  committee  has  agreed  that  while  there  is  a  general 
responsibility  on  the  host  authority  to  monitor  the  finan¬ 
cial  soundness  of  branches  of  foreign  banks,  supervi¬ 
sion  of  solvency  is  primarily  a  matter  for  the  parent 
authority.  Despite  the  agreement  in  principle  reached 
by  the  committee,  the  OCC  continues  to  perform  exam¬ 
inations  of  Federal  branches  including  asset  quality 
reviews,  assessment  of  the  allowance  for  loan  loss  of 
both  a  general  and  specific  nature,  as  well  as  other 
solvency  issues  consistent  with  our  responsibilities 
under  the  IBA.  Our  compliance  efforts  include  a  review 
for  compliance  with  applicable  banking  law  including 
the  Bank  Secrecy  Act. 


Recommendations  for  Improved  Supervision 

Finally,  you  asked  the  Comptroller  if  we  had  "any 
recommendations  for  improving  the  regulation  and 
examination  of  these  entities?"  In  performing  examina¬ 
tions  of  branches  owned  by  the  same  parent,  our 
examiners  share  information  about  the  branches,  and 
supervisory  efforts  are  coordinated  so  that  all  U.S. 
operations  of  the  bank  are  reviewed  at  the  same  time. 
Supervision  as  if  there  is  one  operation  allows  for  con¬ 
sistency  and  efficiency  in  carrying  out  our  supervisory 
responsibility.  Our  posture  with  regard  to  the  other 
federal  bank  regulatory  agencies  and  the  state  bank¬ 
ing  departments  remains  one  of  communication  and 
coperation.  We  share  information  with  the  Federal  Re¬ 
serve  Board  and  FDIC  regarding  such  things  as  re¬ 
quirements  of  the  Bank  Holding  Company  Act,  bank 
reserves,  and  insurance  of  deposits.  As  the  primary 
supervisor  of  Federal  branches  and  agencies,  we  have 
always  tried  to  prevent  duplication  of  effort  by  sharing 
information  with  other  regulatory  agencies  and  as¬ 
sisting  them  in  the  fulfillment  of  their  responsibilities. 

There  also  is  a  common  interest  in  approaching  the 
supervision  of  foreign  banks  on  a  basis  consistent  with 
their  domestic  counterparts.  There  should  be  equality 
of  supervision  and  regulation  as  well  as  equality  of 
competition. 

Finally,  we  believe  that  banking  regulators  around  the 
world  must  develop  better  systems  of  communication 
and  cooperation.  As  global  banking  companies 
expand,  mechanisms  for  sharing  supervisory  informa- 
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tion  between  home  and  host  country  regulators  must 
be  developed  in  order  to  assure  proper  supervision  of 
worldwide  banking  companies. 


Thank  you  for  the  opportunity  to  share  with  you  informa¬ 
tion  about  our  efforts  to  provide  proper  supervision  and 
regulation  of  Federal  branches  and  agencies 


Statement  of  Fred  D.  Finke,  Deputy  Comptroller  for  Special  Supervision,  before 
the  Subcommittee  on  Financial  Institutions  Supervision,  Regulation  and 
Insurance,  House  Committee  on  Banking,  Finance  and  Urban  Affairs,  on 
Freedom  National  Bank  of  New  York,  Washington,  D.C.,  December  18,  1990 


Mr.  Chairman  and  members  of  the  subcommittee,  I 
understand  the  subcommittee’s  interest  in  learning 
about  the  recent  failure  of  Freedom  National  Bank  of 
New  York  and  appreciate  the  opportunity  to  address 
your  concerns.  I  would  like  to  open  by  addressing  the 
problems  leading  to  the  bank’s  failure,  when  the  Office 
of  the  Comptroller  of  the  Currency  (OCC)  noted  the 
problems,  efforts  taken  to  correct  the  problems,  how 
bank  management  responded,  and  the  bank’s  recap¬ 
italization  efforts. 

Problems  Leading  to  the  Bank’s  Failure 

The  bank  received  its  charter  in  1964.  During  the  early 
and  mid-1970s,  the  bank  experienced  serious  difficul¬ 
ties.  These  difficulties  related  to  severe  asset  quality 
problems  arising  from  lack  of  sound  credit  analysis  and 
repayment  capacity.  Other  New  York  City  banks  re¬ 
sponded  by  providing  capital  and  management  to  help 
the  bank  avoid  insolvency  and  improve  its  condition. 
The  subsequent  deterioration  which  ultimately  led  to 
the  bank’s  failure  was  not  rapid.  Freedom  National 
Bank's  deterioration  occurred  over  a  period  of  years  in 
the  late  1980s  and  in  1990,  during  which  time  the 
bank’s  condition  and  capital  needs  were  repeatedly 
brought  to  the  attention  of  the  bank’s  board  of  directors 
as  part  of  our  examination  process. 

In  early  1988  the  bank  hired  a  new  president  and 
gradually  replaced  members  of  the  management 
team.  During  an  examination  as  of  August  31 , 1 988,  the 
OCC  noted  deterioration  in  the  bank’s  condition,  in¬ 
cluding  inadequate  primary  capital  of  4.6  percent  of 
average  total  assets,  negative  earnings  exceeding 
$1,000,000,  poor  asset  quality,  and  ineffective  credit 
administration  by  previous  management.  The  OCC 
brought  these  problems  to  the  attention  of  the  board  of 
directors  in  the  examination  report  as  well  as  in  meet¬ 
ings  with  the  board.  Over  the  course  of  the  next  two 
years,  the  OCC  held  numerous  meetings  with  the  direc¬ 
tors,  stressing  the  need  for  capital.  On  March  21,1 989, 
the  board  signed  a  commitment  letter  in  which  they 
agreed  to  correct  the  problems  and  increase  capital  to 
achieve,  at  a  minimum,  compliance  with  regulatory 


capital  ratios  (12  CFR  3)  and  a  primary  capital  to  assets 
ratio  of  not  less  than  7  percent. 

The  bank  did  not  achieve  full  compliance  with  the 
commitment  letter,  and  the  OCC  subsequently  noted 
the  bank’s  condition  deteriorating  further,  with  losses 
continuing  to  erode  capital.  The  OCC  in  February  1990 
fully  discussed  the  bank’s  condition  with  the  board  and 
attempted  to  obtain,  through  an  order  to  cease  and 
desist,  their  commitment  to  correct  the  problems,  in¬ 
cluding  capital.  The  board  did  not  commit  to  the  pro¬ 
posed  action  as  presented  for  two  reasons.  First,  the 
directors  felt  that  an  enforcement  action  which  would 
be  subject  to  publication  would  jeopardize  their  ability 
to  raise  capital.  Second,  they  did  not  have  confidence 
that  they  could  restore  capital  and  did  not  want  to 
commit  to  restore  capital  in  an  enforcement  action  for 
which  noncompliance  might  result  in  civil  money 
penalties. 

OCC’s  Efforts  to  Overcome  the  Bank’s 
Problems 

The  board  eventually  stipulated  to  a  formal  agreement 
addressing  the  bank’s  problems  other  than  capital.  The 
OCC  pursued  judicial  remedies  to  require  the  bank  to 
obtain  capital;  however,  the  bank  failed  before  this 
process  was  completed. 

In  July  1990,  losses  exhausted  the  bank’s  equity  capi¬ 
tal  and  the  OCC  called  upon  the  board  to  obtain  capital 
quickly  if  an  insolvency  was  to  be  averted.  The  urgency 
of  the  need  to  raise  capital  quickly  was  repeatedly 
emphasized  in  numerous  telephone  calls  with  senior 
management  over  the  next  several  months.  In  August 
the  bank  converted  $1,095,000  of  subordinated  de¬ 
bentures  into  equity,  resulting  in  nominal  positive 
equity  and  marginal  solvency.  The  directors  and  man¬ 
agement  were  aware  that  this  equity  of  approximately 
$188,000  would  not  last  long  and  that  a  more  sub¬ 
stantial  recapitalization  was  urgently  needed  The 
bank's  monthly  operating  losses  averaging  over 
$1 00,000  quickly  depleted  capital  again,  leading  to  the 
declaration  of  insolvency  on  November  9 
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During  recent  years,  the  bank’s  board  of  directors 
searched  for  investors  willing  to  infuse  capital  and 
considered  various  alternatives  for  recapitalization,  in¬ 
cluding  formation  of  a  holding  company  on  an  expe¬ 
dited  basis  Although  the  OCC  stated  in  early  March 
1990  that  it  would  ask  the  Federal  Reserve  to  process 
the  application  on  an  expedited  basis  if  the  bank  ap¬ 
plied  to  the  Fed,  an  application  was  never  submitted.  In 
hopes  that  the  bank  would  succeed  in  finding  an  inves¬ 
tor,  perhaps  with  FDIC  open  bank  assistance,  the  OCC 
and  FDIC  had  met  with  the  bank  on  June  4,  1990  to 
explain  the  open  bank  assistance  process  and, 
through  the  bank,  to  encourage  interested  prospective 
investors  to  apply.  By  late  September  1990,  the  board 
had  not  obtained  any  firm  sources  of  capital,  nor  had 
they  presented  any  definitive  plan  for  recapitalization. 
The  directors  and  management  frequently  spoke  of 
prospective  outside  investors  who  were  offering  vague 
expressions  of  interest  and  the  OCC  expressed  a  will¬ 
ingness  to  consider  definitive  proposals.  However, 
many  of  these  investors  ultimately  did  not  present 
formal  proposals.  Based  on  our  experience  with  other 
institutions,  it  is  not  unusual  for  many  troubled  banks  to 
encounter  potentially  interested  parties  who  do  not 
follow  through  on  their  proposals  beyond  an  initial 
expression  of  interest. 

Efforts  to  Recapitalize  the  Bank 

Projecting  that  the  bank  would  soon  have  negative 
equity,  the  bank’s  directors  passed  a  resolution  in  late 
September  which  authorized  the  FDIC  to  permit  inter¬ 
ested  bidders  to  perform  due  diligence  reviews  in  the 
bank.  After  passing  the  resolution,  the  directors  con¬ 
tinued  to  search  for  capital  to  avert  an  insolvency. 

Shortly  before  the  November  9  insolvency,  a  group 
which  included  a  director  presented  a  proposal  to 
recapitalize  the  bank.  Some  members  of  the  group  had 
previously  spent  months  discussing  potential  offers 
with  the  board  and  had  submitted  an  application  to  the 
FDIC  for  open  bank  assistance.  In  mid-October  the 
FDIC  notified  them  that  their  request  was  incomplete 
and  advised  them  about  what  information  was  needed 
to  complete  their  request.  However,  the  proponents 
took  no  further  action.  The  next  proposal,  presented  in 
early  November,  entailed  a  different  recapitalization 
scenario  However,  the  proposal  included  numerous 
contingencies  and  was  not  considered  viable.  The 
contingencies  in  the  proposal  included  the  group  rais¬ 
ing  additional  funds  through  a  securities  offering  with¬ 
out  any  indication  of  the  success  of  such  a  venture  and 
obtaining  an  undetermined  amount  of  open  bank  as¬ 
sistance  from  the  FDIC  Another  contingency  stated 
that  the  transaction  would  not  be  consummated  unless 
all  aspects  of  the  proposal  were  satisfied 


Since  losses  had  been  identified  that  would  very  soon 
eliminate  the  bank’s  equity,  the  OCC  notified  the  FDIC 
on  October  18,  1990  that  the  bank  must  be  put  up  for 
bid  and  prepared  for  an  insolvency.  The  FDIC  was 
already  familiar  with  the  bank's  condition,  as  we  rou¬ 
tinely  keep  the  FDIC  informed  of  the  condition  of  all 
national  banks.  However,  we  intensified  the  frequency 
of  our  contact  with  the  FDIC  when  the  bank’s  deteriora¬ 
tion  was  identified  in  late  1988,  and  they  subsequently 
attended  numerous  meetings  that  we  held  with  the 
bank. 

The  bid  meeting  process  and  the  resulting  disposition 
of  a  failed  bank's  assets  and  liabilities  are  governed  by 
FDIC  regulations.  Accordingly,  the  OCC  believes  that 
the  FDIC  as  receiver  would  be  the  appropriate  agency 
to  respond  to  specific  questions  relating  to  the  bid 
process,  the  insured  deposit  payout,  and  other  as¬ 
pects  of  the  liquidation  of  Freedom  National  Bank.  The 
OCC's  role  in  the  bid  process  was  limited  to  reviewing 
the  list  of  prospective  bidders  prepared  by  the  FDIC 
and  attending  the  bid  meeting  to  answer  questions 
from  any  bidders  who  might  have  questions  relating  to 
a  national  bank  charter. 

The  OCC  does  not  directly  conduct  searches  for  capi¬ 
tal  for  a  national  bank  but  instead  stresses  and  com¬ 
municates  the  responsibility  of  the  directors  to  raise 
capital.  As  with  all  banks  in  troubled  condition,  the  OCC 
stated  a  willingness  to  work  with  the  bank  by  providing 
feedback  to  general  plans  or  reviewing  definitive  pro¬ 
posals  for  recapitalization.  The  history  of  Freedom  Na¬ 
tional  Bank  reflects  that  beginning  in  late  1 988  the  OCC 
repeatedly  emphasized  the  need  for  capital  through 
examination  reports,  enforcement  actions,  meetings 
with  the  directorate  and  management,  and  telephone 
calls  with  management.  In  1990,  the  OCC  also  told  the 
directors  that  near  term  insolvency  was  likely,  absent  a 
recapitalization. 

I  understand  that  questions  have  been  raised  regard¬ 
ing  the  possible  use  of  conservatorship  for  the  bank. 
For  each  troubled  national  bank,  the  OCC’s  actions  are 
tailored  to  the  individual  bank’s  situation.  The  OCC 
determined  that  Freedom  National  Bank  was  not  a 
viable  candidate  for  conservatorship  The  major  factor 
influencing  this  conclusion  was  that  the  bank  already 
had  deficit  equity  capital  and  was  incurring  operating 
losses  exceeding  $100,000  monthly.  Under  these  cir¬ 
cumstances,  continued  operation  of  the  bank  would 
have  posed  an  increasing  risk  to  the  Bank  Insurance 
Fund.  It  should  also  be  noted  that  the  bank’s  deter¬ 
iorating  condition  and  capital  position  would  have  been 
publicly  disclosed  to  the  community  by  the  bank 
through  its  quarterly  publication  of  its  report  of  condi¬ 
tion  Between  December  31,  1989  and  June  30,  1990, 
equity  capital  fell  from  $650,000  to  ($363,000). 
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After  the  bank  was  declared  insolvent  on  November  9, 
the  OCC  worked  closely  until  November  13  with  the 
bank's  officers,  directors,  and  others  who  might  be 
interested  and  able  to  raise  the  necessary  funds  to  buy 
the  bank’s  assets  and  liabilities  out  of  receivership  and 
charter  a  new  minority  national  bank  to  serve  the  local 
community.  Unfortunately,  no  one  came  forward  with 
the  funds  or  a  viable  plan. 


I  understand  the  subcommittee's  concern  about  Free¬ 
dom  National  Bank  and  the  impact  of  the  failure  upon 
the  community.  Thank  you  for  the  opportunity  to  ad¬ 
dress  the  subcommittee  and  to  provide  insight  into  the 
circumstances  surrounding  this  insolvency. 
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Interpretive  Letters* 

519  —  January  12,  1990 

This  confirms  receipt  of  your  April  3,  1989,  letter 
wherein  you  described  a  new  product  proposed  to  be 
offered  by  *  *  *  (*  *  *),  and  solicited  the  views  of  the 
Office  of  the  Comptroller  of  the  Currency  (OCC)  regard¬ 
ing  the  use  by  national  banks  of  the  proposed  product, 
which  involves  the  receipt  of  certain  credits. 

As  we  understand  the  facts,  *  *  *  proposes  to  offer 
customers,  including  national  banks,  credits  for  the 
investment  of  custodial  funds  in  mutual  funds  for  which 
*  *  *  acts  as  investment  adviser  (Funds).  These  banks 
also  may  invest  fiduciary  balances  in  the  Funds,  al¬ 
though  credits  would  not  be  available  for  the  invest¬ 
ment  of  fiduciary  balances.  The  prospectus  of  the 
Funds  would  disclose  the  proposed  credit  arrange¬ 
ment  to  investors. 

A  conflict  of  interest  may  exist  in  circumstances  in 
which  a  national  bank  receives  credits  based  on  the 
investment  of  custodial  balances,  even  though  the 
bank  does  not  exercise  discretion  in  the  investment  of 
such  funds,  if  the  same  bank,  with  investment  dis¬ 
cretion,  also  invests  fiduciary  funds  in  the  same  mutual 
fund.  A  conflict  of  interest  arises  when  a  bank  trustee's 
duty  to  make  investment  decisions  based  exclusively 
on  the  best  interests  of  trust  customers  is  compromised 
or  clouded  by  the  potential  for  receipt  of  collateral 
benefits.  For  example,  a  bank  may  be  tempted  to  invest 
discretionary  funds  in  the  mutual  funds  in  order  to 
provide  the  minimum  investment  necessary  to  warrent 
the  mutual  fund’s  establishment  and  maintenance  and 
thereby  receive  credits  for  eligible  investments.  More¬ 
over,  a  bank  may  be  influenced  to  invest  discretionary 
funds  as  a  means  of  maintaining  the  contractual  ar¬ 
rangement  which  provides  credits  related  to  the  cus¬ 
todial  investments. 

The  conflict  of  interest  is  not  cured  by  disclosing  the 
credit  arrangement  to  investors  or  by  withholding  cred¬ 
its  based  on  the  maintenance  of  fiduciary  fund  bal¬ 
ances.  Notwithstanding  such  precautions,  national 
banks  still  may  have  an  incentive  to  invest  fiduciary 
funds  in  order  to  support  the  Funds.  Consequently,  a 
bank’s  trust  department  would  be  inhibited  from  mak¬ 
ing  a  disinterested  investment  decision  based  solely 
on  the  best  interests  of  its  discretionary  customers. 
Accordingly,  the  receipt  of  credits  for  custodial  funds 


'Note:  Interpretive  Letters  and  No  Objection  Letters  reflect 
the  views  of  the  Comptroller's  legal  staff  Trust  Interpretations 
reflect  the  views  of  the  Trust  Activities  Division 


invested  in  a  mutual  fund  into  which  trust  funds  are  also 
invested  may  violate  12  CFR  9.12(a),  unless  lawfully 
authorized  by  the  underlying  trust  document,  a  court 
order,  or  local  law  1 

Ellen  Broadman 
Director 

Securities  and  Corporate 
Practices  Division 


520  —  January  30,  1990 

This  is  in  response  to  your  letters  received  April  5, 1 989, 
and  August  7,  1989,  wherein  you  requested  an  OCC 
interpretive  letter  addressing  the  permissibility  of  cer¬ 
tain  *  *  *  (Bank)  trust  activities  under  Banking  Circular 
233,  Acceptance  of  Financial  Benefits  by  Bank  Trust 
Departments,  (February  3,  1989),  (Banking  Circular 
233).  After  reviewing  the  information  provided,  we  have 
determined  that  while  the  Bank’s  actions  may  not  be 
inconsistent  with  Banking  Circular  233,  certain  of  the 
Bank’s  activities  are  inconsistent  with  12  CFR  9.12(a). 

As  provided  in  your  correspondences  with  the  OCC, 
the  Bank  has  entered  into  contracts  with  ***(**')  and 

*  *  *  pursuant  to  which  *  *  *  and  *  *  *  provided  the 
Bank’s  T rust  Department  with  personal  computers  as  a 
shareholder  service  to  facilitate  order  entry  functions 
and  fund  data  inquiry  and  data  entry.  Subsequently, 
the  Bank  entered  into  agreements  with  those  compa¬ 
nies  so  as  to  permit  the  Trust  Department  to  make  use 
of  the  computers'  unused  capacity  for  various  pur¬ 
poses,  including  primarily  word  processing. 

After  conversations  with  the  OCC,  the  Bank  reviewed 
its  contractual  arrangement  with  *  *  *.  That  review  de¬ 
termined  that  the  computer  was  not  used  for  order  entry 
and  that  the  Bank  was  not  obligated  and  did  not  pay 

*  *  *  for  use  of  the  computer.  On  its  own  volition,  the 
Bank  has  decided  to  either  return  the  computer  or 
purchase  it  at  market  price.  Accordingly,  this  letter  will 
address  only  the  permissibility  of  the  Bank’s  con¬ 
tractual  arrangement  with  *  *  *  under  12  CFR  9.12(a) 

Pursuant  to  the  Bank’s  contract  with  *  *  *,  the  Bank  has 
leased  for  the  last  three  years  the  unused  computer 
capacity  on  *  *  *  system  at  a  price  of  $25.00  per  month. 
In  your  letter  received  August  7,  1989,  you  indicated 
that  contracts  for  computers  of  this  nature  normally 


’It  is  the  responsibility  of  the  bank  to  establish  permissibility 
under  state  law. 
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involve  financing-type  leases  with  a  24-month  term, 
payments  of  $1 65  00  per  month  and  a  purchase  option 
of  $647.00  at  lease  termination.  Accordingly,  the  *  *  * 
lease  arrangement  saves  the  Bank  $1 ,680  per  year  or 
approximately  $4,400  over  the  life  of  the  lease. 

The  Bank  utilizes  the  unused  computer  capacity  of  the 
computer  for  general  word  processing  activities.  The 
Bank  has  represented  that  this  work  is  not  attributable 
to  a  given  trust,  but  rather  is  utilized  by  the  Trust 
Department  as  a  whole.  Moreover,  the  Bank  has  stated 
that  the  savings  achieved  under  the  lease  contract  are 
reflected  in  reduced  overhead  costs  which,  in  turn, 
reduce  the  overall  pricing  of  Bank  trust  fees. 

Banking  Circular  233  was  intended  to  remind  national 
banks  of  laws  prohibiting  bank  trust  departments  from 
receiving  any  financial  benefits  in  exchange  for  invest¬ 
ing  trust  funds  in  particular  investments.  Trustees  are 
obligated  to  make  decisions  concerning  the  invest¬ 
ment  of  trust  assets  based  exclusively  on  the  best 
interests  of  trust  customers.  The  acceptance  by  a 
national  bank  trustee  of  any  financial  benefits  directly 
or  indirectly  conditioned  on  the  investment  of  trust 
assets  in  a  particular  investment  is  prohibited  by  12 
CFR  9.12(a)  and  by  the  fiduciary  laws  of  most  states. 
The  OCC  has  recognized  that,  under  limited  circum¬ 
stances,  a  national  bank  trust  department’s  use  of  free 
automated  order  entry  systems  to  place  orders  with 
funds  may  be  permissible  if  the  availability  of  such 
systems  is  not  dependent  on  the  investment  of  trust 
assets  in  a  particular  fund  or  group  of  funds.  See 
Banking  Circular  233  and  Attachment  A  thereto.  The 
OCC  has  reiterated  consistently,  however,  that  a  na¬ 
tional  bank  trust  department  must  not  receive  financial 
benefits  based  on  its  investment  of  trust  funds  in  a 
particular  investment 

Banking  Circular  233,  however,  was  not  intended  and 
is  not  a  definitive  statement  of  all  fiduciary  obligations 
imposed  upon  bank  trustees.  The  fiduciary  duties  of 
banks  to  customers  who  place  trust  funds  under  their 
management  extend  beyond  the  specific  situation  ad¬ 
dressed  by  Banking  Circular  233  and  dictate  that  in  all 
of  their  fiduciary  activities,  trustees  should  not  place 
themselves  in  a  position  where  it  would  be  for  their  own 
benefit  to  violate  a  duty  to  the  beneficiaries.  See  2A 
W  F  Fratcher,  Scott  on  Trusts,  170,  Duty  of  Loyalty  (4th 
ed  1 987).  This  principle  is  reflected  in  1 2  CFR  9. 1 2(a), 
which  provides: 

Unless  lawfully  authorized  by  the  instrument  cre¬ 
ating  the  relationship,  or  by  court  order  or  by  local 
law,  funds  held  by  a  national  bank  as  fiduciary 
shall  not  be  invested  in  stock  or  obligations  of,  or 
property  acquired  from  .  individuals  ...  or  or¬ 
ganizations  in  which  there  exists  such  an  interest 


as  might  affect  the  exercise  of  the  best  judgment 
of  the  bank  in  acquiring  the  property  .  .  . 

Accordingly,  even  if  financial  benefits  are  not  received 
in  exchange  for  the  investment  of  fiduciary  assets  in 
particular  investments  and  thus  do  not  constitute  action 
inconsistent  with  Banking  Circular  233,  the  receipt  of 
such  benefits  may  still  be  violative  of  12  CFR  9.12(a). 
The  acceptance  of  financial  incentives  that  may  affect 
adversely  the  trustee’s  ability  to  make  investment  de¬ 
cisions  based  exclusively  on  the  best  interests  of  its 
trust  customer  constitutes  a  violation  of  1 2  CFR  9.1 2(a). 
A  national  bank  has  the  obligation  to  show  both  that  the 
financial  benefit  is  not  contingent  on  future  investment 
in  a  particular  fund  and  that  the  financial  benefit  could 
not  affect  the  ability  of  the  bank  trust  department  to 
make  investment  decisions  based  exclusively  on  the 
best  interests  of  its  trust  customer.  SeeTrust  Interpreta¬ 
tion  No.  222  (June  21,  1989). 

The  Bank’s  contractual  arrangement  with  *  *  *  to  lease 
unused  computer  capacity  might  affect  the  ability  of 
the  bank  trust  department  to  make  investment  de¬ 
cisions  based  exclusively  on  the  best  interests  of  its 
trust  customer.  As  provided  in  the  Bank's  letter  re¬ 
ceived  August  7,  1989,  the  contract  price  for  the  use  of 
the  excess  computer  capacity  is  substantially  below 
the  prevailing  rate  for  comparable  computer  systems. 
The  availability  of  this  below  market  price  may  place 
the  Bank  in  a  position  where  its  judgment  concerning 
the  optimal  investment  for  trust  beneficiaries  may  be 
unduly  influenced  by  the  desire  to  maintain  its  present 
contractual  relationship  with  *  *  *.  Despite  the  fact  that 
cost  savings  are  purportedly  used  to  reduce  overhead 
trust  expenses  and  passed  ultimately  to  trust  cus¬ 
tomers  through  reduced  fees,  the  threat  of  a  conflict  is 
too  great  to  permit  the  continuation  of  the  Bank’s  com¬ 
puter  contract  with  *  *  *  absent  a  showing  that  the 
Bank’s  arrangement  with  *  *  *  was  lawfully  authorized 
by  the  instruments  creating  the  relationships  between 
the  Bank  and  the  respective  trust  beneficiaries,  court 
order  or  local  law. 

T rust  Interpretation  No.  21 4  (May  4,  1 989)  addressed  a 
factual  scenario  similar  to  the  present  matter.  As  de¬ 
scribed  in  the  letter,  a  mutual  fund  provided  a  bank  with 
order  entry  devices  in  the  form  of  personal  computers. 
The  bank  used  the  computers  for  purposes  other  than 
order  entry,  including  spreadsheet  analysis,  par¬ 
ticipant  recordkeeping,  and  word  processing.  The 
OCC  stated  that  the  bank  placed  itself  in  a  position  to 
receive  a  benefit  as  a  result  of  its  management  of 
fiduciary  assets  placed  in  its  care.  This  was  contrary  to 
the  trust  law  precept  that,  unless  otherwise  authorized 
by  local  law,  trust  instrument  or  court  order,  trustee 
compensation  may  only  be  in  the  form  of  a  fee  for  the 
administration  of  the  trust  estate.  The  letter  concluded 
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that  the  receipt  and  use  of  computer  hardware  and 
software  from  mutual  fund  sponsors  and  vendors 
should  be  limited  solely  to  order  entry  activities. 

Accordingly,  absent  a  showing  that  the  Bank's  ar¬ 
rangement  with  *  *  *  was  authorized  lawfully  by  the 
instruments  creating  the  relationships  between  the 
Bank  and  the  respective  trust  beneficiaries,  court  order 
or  local  law  and  consistent  with  OCC  precedent,  the 
Bank’s  receipt  of  word  processing  capabilities  at  below 
market  rates  is  an  impermissible  incentive  under  12 
CFR  9.12(a). 

In  order  to  ensure  future  compliance  with  your  fiduciary 
duty  and  applicable  law,  the  Bank,  as  soon  as  prac¬ 
ticable,  should:  (i)  limit  the  use  of  the  computer  to  order 
entry;  (ii)  lease  the  unused  computer  capacity  for  word 
processing  at  prevailing  market  rates;  or  (iii)  show 
affirmatively  that  the  present  contractual  arrangement 
with  *  *  *  is  authorized  lawfully  by  the  instruments  cre¬ 
ating  the  relationships  between  the  Bank  and  the  re¬ 
spective  trust  beneficiaries,  court  order  or  local  law. 

Kevin  J.  Bailey 
Attorney 

Securities  &  Corporate 
Practices  Division 

★  ★  ★ 

521  —  January  30,  1990 

This  is  in  response  to  your  letter  to  Mr.  Dean  E.  Miller, 
Deputy  Comptroller  for  Compliance,  dated  October  1 3, 
1989,  wherein  you  requested  that  the  Office  of  the 
Comptroller  of  the  Currency  (OCC)  reconsider  the  ru¬ 
ling  contained  within  Trust  Interpretation  214  (May  4, 
1989).  Your  question  relates  to  the  practice  by  *  *  *  of 
providing  computer  hardware  and  software  to  various 
financial  institution  trustees  for  purposes  other  than 
order  entry.  You  stated  that  the  availability  of  the  ser¬ 
vice  provided  by  *  *  *  is  not  contingent  upon  the  in¬ 
vestment  of  trust  assets  in  the  shares  of  any  investment 
company  distributed  or  sponsored  by  *  *  *.  Therefore, 
you  request  that  the  OCC  permit  bank  trust  depart¬ 
ments  to  use  the  equipment  provided  by  *  *  *  for  pur¬ 
poses  other  than  and  in  addition  to  order  entry. 

Trust  Interpretation  214  relates  to  the  use  by  a  bank 
trust  department  of  computer  hardware  and  software 
supplied  by  investment  company  sponsors.  Although 
the  bank  requesting  the  interpretation  stated  that  none 
of  the  fiduciary  accounts  had  been  adversely  affected 
by  the  use  of  the  equipment,  the  OCC  nevertheless 
took  the  position  that  bank  trust  departments  should 
limit  the  receipt  and  use  of  such  goods  solely  to  order 
entry  activities. 


The  OCC's  regulation  at  12  CFR  9.12(a)  and  common 
law  fiduciary  duties  establish  that  national  bank  trust 
departments  are  under  an  obligation  to  make  invest¬ 
ment  decisions  concerning  trust  assets  under  their 
management  based  exclusively  on  the  best  interest  of 
their  trust  customers.  This  principle  is  reflected  in  sec¬ 
tion  9.12(a)  which  provides: 

Unless  lawfully  authorized  by  the  instrument  cre¬ 
ating  the  relationship,  or  by  court  order  or  by  local 
law,  funds  held  by  a  national  bank  as  fiduciary 
shall  not  be  invested  in  stock  or  obligations  of,  or 
property  acquired  from  .  .  .  individuals  ...  or  or¬ 
ganizations  in  which  there  exists  such  an  interest, 
as  might  affect  the  exercise  of  the  best  judgment 
of  the  bank  in  acquiring  the  property  .  .  . 

Since  a  beneficiary  has  a  right  to  a  fiduciary  free  from 
conflict  of  interest  influences,  section  9.12(a)  is  meant 
to  insure  that  bank  trust  departments  are  not  placed  in 
a  position  which  might  compromise  their  best 
judgment. 

Banking  Circular  233  (February  3,  1989)  sets  forth  the 
OCC’s  position  that  the  acceptance  by  a  national  bank 
trust  department  of  any  financial  benefits  directly  or 
indirectly  conditioned  on  the  investment  of  trust  assets 
in  a  particular  investment  is  prohibited  under  12  CFR 
9.12(a)  and  under  the  fiduciary  law  of  most  states.  To 
permit  a  bank  to  accept  a  financial  benefit  in  exchange 
for  investing  with  the  provider  of  the  benefit  would 
disrupt  the  ability  of  the  bank  to  exercise  its  best  judg¬ 
ment  with  respect  to  the  interests  of  its  trust  ben¬ 
eficiaries.  Banking  Circular  233  states  that  the  only 
such  financial  benefits  bank  trust  departments  are 
permitted  to  accept  are  those  benefits  which  will  be 
“passed  on  to  all  beneficiaries  according  to  the  level  of 
their  investment  pro  rata  in  a  fund,  or,  are  lawfully 
authorized  by  the  instrument  creating  the  relationship, 
by  court  order  or  by  local  law  .  .  .  .”  Unless  any  of  these 
conditions  are  satisfied,  the  only  financial  benefits  na¬ 
tional  bank  trust  departments  are  permitted  to  use  are 
free  automated  order  entry  systems  but  only  to  place 
orders  with  funds  offered  by  an  investment  company 
and  only  if  the  availability  of  the  service  is  not  condi¬ 
tioned  on  the  investment  of  trust  assets  in  a  particular 
fund  or  group  of  funds.  See  OCC  Letter  to  William  H 
Doran,  dated  July  1,  1983  (unpublished). 

Banking  Circular  233  was  intended  as  a  reminder  to 
national  banks  of  the  laws  concerning  conflicts  of  inter¬ 
est  and  self-dealing.  Section  9.12(a)  imposes  a  legal 
obligation  upon  the  trustee  to  make  investment  de¬ 
cisions  based  exclusively  on  the  best  interest  of  its  trust 
customers.  It  is  important  to  note  that  Banking  Circular 
233  and  12  CFR  9.12(a)  are  not  coextensive.  Banking 
Circular  233  applies  the  principle  reflected  in  12  CFR 
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9  12(a)  to  the  specific  situation  of  national  bank  trust 
departments  accepting  certain  financial  incentives  in 
exchange  for  the  investment  of  fiduciary  assets  in 
specific  funds  offered  by  the  providers  of  those 
benefits. 

However,  Banking  Circular  233  does  not  address  all 
the  fiduciary  obligations  imposed  on  national  bank 
trustees  under  section  9. 1 2(a)  or  state  laws.  By  accept¬ 
ing  financial  incentives  which  may  affect  the  trustee's 
ability  to  make  investment  decisions  based  exclusively 
on  the  best  interest  of  its  trust  customer,  a  national  bank 
trust  department  may  be  in  violation  of  12  CFR  9.12(a) 
even  though  such  incentives  are  not  contingent  on 
future  investment  in  a  particular  fund.  A  national  bank 
has  the  obligation  to  show  both  that  the  financial  benefit 
is  not  contingent  on  future  investment  in  a  particular 
fund  and  that  the  financial  benefit  could  not  affect  the 
ability  of  the  bank  trust  department  to  make  investment 
decisions  based  exclusively  on  the  best  interest  of  its 
trust  customers.  See  Trust  Interpretation  222,  dated 
June  21 ,  1989. 

You  stated  in  your  letter  that  *  *  *  is  currently  providing 
equipment  to  various  financial  institutions  for  purposes 
other  than  order  entry.  Although  the  additional  services 
are  not  conditioned  upon  the  purchase  of  investment 
company  shares,  the  receipt  by  the  fiduciary  of  these 
additional  services  may  influence  the  selection  of  the 
investment.  The  inapplicability  of  Banking  Circular  233 
to  national  bank  trust  departments  which  receive  free 
computer  equipment  used  for  purposes  other  than 
order  entry  does  not  in  any  way  imply  that  the  bank 
which  has  accepted  these  benefits  from  *  *  *  is  not 
currently  in  violation  of  12  CFR  9.12(a).  Therefore, 
pursuant  to  section  9.12(a),  unless  the  arrangement  is 
lawfully  authorized  by  the  instruments  creating  the 
relationship  between  the  bank  and  the  respective  trust 
beneficiaries,  by  court  order,  or  local  law,  it  would  not 
be  permissible  for  a  national  bank  trust  department  to 
accept  or  use  the  computer  hardware  and  software 
provided  by  *  *  *  for  purposes  other  than  order  entry. 

Based  upon  my  analysis  of  the  information  provided,  it 
is  my  opinion  that  the  receipt  by  national  bank  trust 
departments  of  such  goods  and  services  as  provided 
by  *  *  *  amounts  to  a  conflict  of  interest  within  the 
meaning  of  12  CFR  9.12(a).  National  bank  trust  de¬ 
partments  should  limit  the  receipt  and  use  of  computer 
hardware  and  software  to  order  entry  systems. 

Javier  A  Maymir 
Attorney 

Securities  and  Corporate  Practices 
Division 


522  — June  4,  1990 

This  letter  is  in  response  to  your  letter  of  May  3,  1990, 
wherein  you  requested  an  interpretation  by  the  Office 
of  the  Comptroller  of  the  Currency  (OCC)  regarding  the 
requirements  of  12  CFR  Part  16  in  connection  with  the 
liquidation  of  *  *  *,  a  bank  holding  company.  It  is  my 
understanding  that  *  *  *  intends  to  ask  its  shareholders 
to  approve  a  proposal  to  dissolve  and  liquidate  the 
company,  which  liquidation  will  include  the  distribution 
of  all  its  assets  to  its  existing  shareholders.  These 
assets  consist  solely  of  common  capital  stock  of  the 
Bank.  It  is  also  my  understanding  that  if  the  share¬ 
holders  of  *  *  *  approve  the  proposed  dissolution  and 
liquidation  and  *  *  *  is  in  fact  dissolved,  the  bank  will 
then  prepare  and  distribute  an  offering  circular  for  the 
sale  of  additional  shares  of  bank  common  stock  to  the 
public,  which  you  represent  will  comply  with  Part  16. 
You  requested  that  the  OCC  concur  with  your  opinion 
that  the  proposed  transaction  will  not  require  the  prep¬ 
aration  and  distribution  of  an  offering  circular  pursuant 
to  Part  16. 

We  cannot  concur  with  your  conclusion  since  we  are  of 
the  opinion  that  the  proposed  transaction  must  comply 
with  Part  16,  since  it  represents  an  indirect  offering  of 
bank  securities.  Under  12  CFR  16.3(a),  no  bank  shall, 
directly  or  indirectly,  offer,  offer  to  sell,  offer  for  sale,  or 
sell  any  security  of  which  it  is  the  issuer  unless  the  offer, 
offer  to  sell,  offer  for  sale,  or  sale  is  made  through  the 
use  of  an  offering  circular  which  has  been  filed  with, 
and  declared  effective  by,  the  OCC.  In  our  view,  the 
proposed  transaction  would  involve  a  sale  of  securities 
subject  to  the  requirements  of  12  CFR  Part  16.  The 
phrase  “or  indirectly”  in  section  16.3(a)  includes  offers 
for  the  sale  of  bank  securities  by  a  parent  bank  holding 
company  that  owns  and  proposes  to  sell  1 00  percent  of 
a  subsidiary  bank’s  securities  to  the  public.  In  this 
situation,  the  bank  would  be  indirectly  offering  its  se¬ 
curities  through  its  affiliate,  *  *  *,  to  existing  holding 
company  shareholders.  Therefore,  the  OCC's  offering 
circular  requirements  would  apply  to  the  proposal  and 
the  use  of  an  offering  circular  which  has  been  filed  with 
and  declared  effective  by  the  OCC  is  required. 

In  order  to  avoid  duplicative  or  burdensome  filings  and 
in  accordance  with  certain  conditions  as  outlined 
below,  the  OCC  will  allow  the  bank  to  consider  two 
separate  options.  Both  options  allow  the  bank  to  meet 
the  requirements  of  Part  1 6,  afford  current  investors  full 
disclosure  of  all  material  information  necessary  to 
make  an  informed  investment  decision,  and  protect 
future  investors  by  providing  publicly  available  infor¬ 
mation  concerning  the  issuer  and  the  securities  issued. 
The  bank  may  prepare  an  offering  circular  pursuant  to 
Part  16  or  it  may  prepare  an  information  statement  that 
conforms  with  Part  11  In  either  case,  the  bank  may 
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combine  its  filing  with  the  proxy  statement  which  *  *  * 
will  file  with  the  SEC.  The  bank  may  also  incorporate  by 
reference  certain  portions  of  the  proxy  statement,  so 
long  as  the  referenced  portions  are  contained  in  that 
same  combined  document.  Should  the  bank  decide  to 
file  an  information  statement  with  the  OCC,  that  docu¬ 
ment  must  confirm  with  all  relevant  requirements  of  12 
CFR  Part  1 1  except  for  certain  line  item  requirements  of 
12  CFR  11.590  which  are  inapplicable  to  the  present 
proposal: 

(a)  Item  1 :  Revocability  of  Proxy; 

(b)  Item  2:  Dissenter’s  Rights; 

(c)  Item  5(a):  Record  Date; 

(d)  Item  6:  1 2  CFR  1 1 .841(g)  and  (h); 

(e)  Item  8(b)  -  (e):  Independent  Accountants; 

(f)  Item  11:  Options,  Warrants  or  Rights; 

(g)  Item  13:  Modification  or  Exchange  of 

Securities; 

(h)  Item  17:  Restatement  of  Accounts; 

(i)  Item  18:  Actions  with  Respect  to  Reports; 

(j)  Item  19:  Action  Not  Required  to  be  Submitted; 

and 

(k)  Item  21:  Other  Proposed  Action. 

Please  be  aware  that  should  the  bank  decide  to  file  an 
information  statement  in  lieu  of  an  offering  circular 
pursuant  to  Part  1 6,  it  must  also  agree  to  accelerate  the 
registration  of  its  common  stock  by  filing  with  the  OCC  a 
Form  F-1  Registration  Statement  for  the  Bank's  Com¬ 
mon  Stock,  in  accordance  with  the  requirements  of 
sections  1 2(g)  and  1 2(i)  of  the  Securities  Exchange  Act 
of  1934,  and  the  OCC  regulations  found  at  12  CFR 
11.290. 

Javier  A.  Maymir 
Attorney 

Securities  and  Corporate  Practices 
Division 

★  ★  * 

523  — July  17,  1990 

This  letter  is  in  response  to  your  correspondence  of 
various  dates  on  behalf  of  the  *  *  *  (bank),  including  the 
letter  of  June  20,  1 990  from  *  *  *  to  Comptroller  Clarke, 
regarding  a  proposal  (the  proposal)  for  the  re¬ 
structuring  of  a  real  estate  collective  investment  fund 
(the  fund)  created  and  operated  under  a  Declaration  of 
T rust  for  which  the  bank  serves  as  trustee.  To  the  extent 
the  Comptroller  should  determine  that  any  feature  of 
the  proposal  is  not  consistent  with  any  provisions  of  12 
CFR  9.1 8,  the  bank  has  requested  that  the  Comptroller 
waive  the  application  of  such  provisions.  In  particular, 
the  bank  seeks  a  ruling  that  the  provisions  of  9. 1 8(b)(4), 
which  sets  a  one  year  limitation  on  the  amount  of  prior 


notice  a  bank  trustee  may  require  for  withdrawals  from 
a  real  estate  collective  investment  fund,  either  do  not 
apply  under  the  circumstances  presented  or  will  be 
waived.  Further,  the  bank  requests  a  ruling  that 
9.18(b)(6),  which  requires  cash  or  in  kind  distributions 
for  collective  investment  funds  to  be  made  ratably, 
does  not  apply  to  the  facts  presented  by  the  bank  or 
that  the  provisions  will  be  waived  in  this  matter.  For  the 
reasons  set  forth  below,  we  find  that  the  provisions  of 
12  CFR  9.18(b)(4)  and  (6)  do  apply  to  the  facts  as 
presented  herein  and  that  implementation  of  the  pro¬ 
posal  would  be  in  conflict  with  those  provisions. 

The  facts  as  presented  by  the  bank  indicate  that  in 
November  1989,  the  fund  had  *  *  *  in  assets  and  the 
trustee  had  received  *  *  *  in  withdrawal  requests,  four 
of  which  had  been  pending  in  excess  of  one  year.  After 
consultation  with  its  advisers,  and  in  consideration  of 
the  extent  of  the  pending  redemption  and  the  likelihood 
of  additional  redemptions,  the  trustee  concluded  that 
generating  cash  through  property  sales  under  the  pre¬ 
vailing  market  conditions  would  severely  erode  the 
value  of  the  fund  and  thereby  damage  all  participants, 
including  those  who  wished  to  remain  in  the  fund.  The 
bank  notes  that  none  of  the  withdrawing  participants 
requested  distributions  in  the  form  of  property  or  pro 
rata  interests  in  properties. 

The  proposal  offers  three  options  to  participants  re¬ 
garding  their  investments  in  the  fund.  Category  I  partic¬ 
ipants  would  remain  in  the  fund  with  restricted  cash 
withdrawal  rights  for  approximately  five  years.  Cat¬ 
egory  II  participants  would  continue  in  the  fund  while 
the  interest  of  each  participant  is  liquidated  for  cash 
over  a  period  of  approximately  three  years.  Category  III 
participants  would  redeem  their  interests  for  an  in  kind 
distribution  of  fund  property  upon  implementation  of 
the  proposal.  Finally,  participants  whose  total  invest¬ 
ment  in  the  fund  is  $300,000  or  less  may  elect  to  receive 
an  immediate  distribution  in  cash. 


In  Kind  Distributions 

Under  the  proposal,  participants  who  seek  immediate 
redemptions  may  receive  in  kind  distributions  in  the 
form  of  100  percent  interest  in  a  property  or  properties 
held  by  the  fund.  To  give  effect  to  the  proposal,  the 
bank  requests  a  ruling  that  section  9.18(b)(6)  does  not 
require  a  ratable  distribution  in  this  situation  or  waiver  of 
all  provisions  implicated  by  in  kind  distributions 

With  the  exclusion  of  cash,  the  rule  makes  no  dis¬ 
tinction  between  types  of  assets  to  be  distributed 
Construed  literally,  the  rule  requires  that  any  in  kind 
property  distribution  be  made  ratably  In  this  case,  an 
in  kind  distribution  of  property  by  the  trustee  to  a 
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participant,  if  made  ratably,  would  result  in  the  par¬ 
ticipant  receiving  a  proportionate  undivided  interest  in 
each  and  every  property  held  by  the  fund.  The  trustee 
has  stated  that  such  individual  undivided  interests 
would  significantly  diminish  the  value  of  the  properties 
in  the  fund. 

The  trustee  argues  that  pro  rata,  in  kind  distribution  is 
not  necessarily  required  under  12  CFR  9.18(b)(6), 
which  was  promulgated  at  a  time  when  most  collective 
investment  funds  held  readily  marketable  securities 
which  are  easily  apportioned  on  a  pro  rata  basis.  The 
effect  of  a  pro  rata,  in  kind  distribution  of  real  estate 
would  be  to  decrease  the  value  of  the  entire  fund.  The 
trustee  would  be  unable  to  meet  its  obligation  to  act 
prudently  in  such  a  case.  It  follows  then,  according  to 
the  trustee,  that  the  right  of  the  trustee  to  distribute  in 
kind  is  illusory.  Moreover,  the  trustee  states  there  is 
nothing  in  1 2  CFR  9.18  that  would  suggest  an  intention 
to  limit  the  “tools  available  to  a  trustee  administering  a 
collective  real  estate  fund.” 

The  trustee  further  maintains  that  an  interpretation  re¬ 
quiring  ratable  distribution  of  real  estate  assets  is  con¬ 
trary  to  opinions  issued  by  the  Comptroller.  See  Trust 
Interpretation  No.  20  (April  14,  1986);  Trust  Interpreta¬ 
tion  No.  181  (October  18,  1988),  reprinted  in  Fed. 
Banking  L  Rep.  (CCH)  U  84,948;  and  Trust  Interpreta¬ 
tion  136  (January  15,  1988),  reprinted  in  Fed.  Banking 
L.  Rep.  (CCH)  f  84,903.  The  trustee  cites  Trust  Inter¬ 
pretive  Letters  No.  20  and  No.  181  for  the  proposition 
that  withdrawing  from  a  trust  should  put  the  account  in 
a  better  position.  The  trustee  argues  that  requiring  in 
kind  distributions  of  real  estate  would  penalize  the 
participant  rather  than  place  the  participant  in  a  better 
position,  since  the  underlying  trust  assets  would  be 
unmarketable.  These  precedents,  however,  are  inap¬ 
plicable  to  this  matter.  Both  letters  concern  requests  for 
specific  provisions  to  be  included  in  declarations  of 
trust,  not  questions  of  compliance  with  existing  trust 
provisions  or  requests  for  waivers  from  the  re¬ 
quirements  of  provisions  of  12  CFR  9.18.  In  fact,  Trust 
Intepretive  Letter  No.  181,  rather  than  supporting  the 
trustee’s  position,  sets  forth  the  Comptroller’s  long¬ 
standing  interpretation  that  the  term  "ratably"  in  1 2  CFR 
9.18(b)(6)  requires  that  all  distributions  in  kind  must  be 
made  on  a  pro  rata  basis; 

A  participant  in  a  fund  has  a  pro  rata  interest  in 
each  asset  of  the  fund.  All  withdrawals  in  kind 
must  be  on  a  pro  rata  basis,  (emphasis  added) 

A  letter  dated  April  1,  1986,  by  Dean  E.  Miller  ad¬ 
dresses  the  issue  of  a  pro  rata  distribution  of  real 
estate  The  letter  concerned  a  bank  real  estate  col¬ 
lective  investment  fund  for  employee  benefit  plans. 
Three  participants  made  withdrawal  requests  totaling 


more  than  1 5  percent  of  the  current  fair  market  value  of 
the  fund.  The  bank  believed  it  would  have  liquid  assets 
available  to  fund  only  10  percent  of  the  total  amount 
requested  and  that  it  would  take  up  to  12  months  to 
dispose  of  sufficient  real  estate  investments  to  fully 
fund  the  requests.  The  bank  proposed  the  following:  (1 ) 
that  each  participant  requesting  withdrawal  receive 
cash  equal  to  the  lesser  of  $1 50,000  or  the  total  amount 
requested;  or  (2)  that  all  participants  requesting  with¬ 
drawal  of  an  amount  in  excess  of  $1 50,000  be  advised 
that  withdrawal  of  the  excess  amount  would  be  ef¬ 
fected  over  the  following  1 2  month  period;  or  (3)  that  no 
additional  requests  for  withdrawal  be  funded  during 
the  12  month  period  unless  all  requests  received  as  of 
March  31  were  fully  funded.  The  bank  argued  that 
honoring  only  some  withdrawals  or  funding  approxi¬ 
mately  10  percent  of  all  requests  would  be  detrimental 
to  many  participants.  The  OCC  responded  in  pertinent 
part  as  follows: 

Units  of  participation  in  a  collective  investment 
fund  are  based  upon  a  proportionate  interest  in  all 
the  assets  of  the  Fund.  A  bank,  as  trustee,  may  not 
restrict  a  withdrawal  to  any  specific  amount, 
either  of  the  participant's  holding  or  of  the  market 
value  of  the  fund.  Neither  should  the  trustee  fully 
fund  certain  withdrawals  and  partially  fund 
others. 

Such  limitations  are  not  consistent  with  the  equi¬ 
table  operation  of  a  collective  investment  fund.  If 
there  is  insufficient  cash  and  liquid  assets  to 
satisfy  all  withdrawals,  the  available  cash  and/or 
assets  should  be  distributed  to  withdrawing  ac¬ 
counts  based  upon  their  proportionate  interest  in 
such  cash  and/or  assets.  Therefore,  any  dis¬ 

tributions  made  as  of  March  31  should  be  on  a  pro 
rata  basis  in  accordance  with  12  CFR  9.18.  (em¬ 
phasis  added) 

Thus,  the  term  "ratably”  has  been  interpreted  to  mean  a 
proportionate  interest  in  all  the  cash  or  assets  of  a  fund, 
including  real  estate. 

The  trustee  requests  that  should  the  OCC  interpret  the 
term  “ratably”  in  12  CFR  91.8(b)(6)  to  include  real 
estate,  a  waiver  of  that  provision  be  granted.  The  trus¬ 
tee  relies  in  great  part  on  the  assertion  that  real  estate  is 
not  "readily  marketable”  and  refers  to  12  CFR 
9.18(b)(4)  which  expressly  so  states,  to  argue  that  it 
would  be  inequitable  to  interpret  9.18(b)(6)  literally.  A 
balancing  of  the  equities,  however,  does  not  favor  the 
waiver  request.  There  can  be  no  dispute  that  real  estate 
is  not  marketable  in  the  ready  manner  of  certain  securi¬ 
ties  For  this  reason,  the  OCC  has  repeatedly  recom¬ 
mended  that  such  funds  "maintain  proper  liquidity  in 
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the  fund  in  order  to  operate  in  an  equitable  manner. 
The  protential  for  large  and  unexpected  withdrawals 
"should  be  offset  by  a  proper  cash  position.”* 2 

The  fact  that  in  kind  distributions  of  real  estate  are 
difficult  to  effect  has  not  gone  unrecognized  by  the 
OCC.  This  fact  provides  the  underlying  rationale  of  12 
CFR  9.18(b)(4),  which  allows  a  bank  to  require  a  prior 
notice  "not  to  exceed”  one  year  for  withdrawals  from 
funds  invested  in  real  estate.  Prior  to  the  inclusion  of  the 
notice  period  in  9.18(b)(4),  the  OCC  by  interpretation 
had  approved  a  prior  notice  period  of  one  year  for 
withdrawals  from  a  real  estate  fund.  In  a  letter  signed  by 
Dean  E.  Miller,  dated  June  27,  1979,  the  OCC  stated 
that  such  “prior  notice  is  permitted  because  of  the  time 
necessary  to  sell  real  estate.”  In  1981,  this  ruling  was 
confirmed  in  Opinion  9.5960  which  permitted  a  prior 
notice  period  of  up  to  one  year  for  redemptions,  pro¬ 
vided  that  no  more  than  ten  percent  of  any  participant's 
assets  were  invested  in  the  fund.  On  June  25,  1 982, 1 2 
CFR  9.18(b)(4)  was  amended  to  include  as  it  does 
presently  the  one  year  notice  period.  Thus,  while  the 
difficulty  of  effecting  in  kind  distributions  of  real  estate 
speaks  to  the  need  for  sufficient  prior  notice  and  the 
maintenance  of  a  proper  cash  position,  it  does  not 
serve  as  a  basis  for  waiving  the  provisions  of  12  CFR 
9.18(b)(6)  requiring  that  in  kind  distributions  be  made 
ratably. 

Finally,  the  trustee  contends  that  9.18(b)(6)  permits  a 
nonratable  distribution  of  whole  properties  in  com¬ 
bination  with  some  cash.  1 2  CFR  9. 1 8(b)(6)  allows  fund 
distributions  to  be  made  “in  cash  or  ratably  in  kind,  or 
partly  in  cash  and  partly  in  kind.”  Although  the  term 
“ratably”  is  not  included  in  the  final  subclause  of  this 
phrase,  the  OCC  has  interpreted  9.18(b)(6)  to  require 
that  all  in  kind  distributions,  including  those  consisting 
partly  of  cash,  be  made  ratably.  The  requirement  is 
premised  on  the  principle  of  fairness.  Unless  a  dis¬ 
tribution  is  made  ratably,  there  always  exists  a  possi¬ 
bility  that  one  participant  will  benefit  at  the  expense  of 
another.  Because  12  CFR  9.18(b)(6)  applies  both  to 
funds  invested  collectively  under  9.18(a)(1)  as  well  as 
section  9.18(a)(2),  distributions  of  whole  properties  to 
individuals  may  be  prudentially  unadvisable  and  ad¬ 
ministratively  unworkable.  To  read  the  clause  "partly  in 
cash  and  partly  in  kind”  to  allow  nonratable  dis¬ 
tributions  would  allow  a  trustee  to  evade  the  intent  of 
the  regulation  through  the  inclusion  of  a  nominal 
amount  of  cash.  In  reliance  on  this  reading,  a  trustee 
could  distribute  whole  parcels  of  property  to  a  par¬ 
ticipant,  effectively  overriding  the  proportional  interest 
of  the  remaining  participants  in  the  assets.  Such  a 
construction  would  render  a  nullity  the  parallel  and 

^ee  Letter  of  Dean  E.  Miller  dated  August  13,  1970. 

2 See  Letter  of  Dean  E  Miller  dated  July  28,  1969 


undisputed  requirement  that  solely  in  kind  distributions 
be  made  ratably. 

One  Year  Notice  of  Withdrawal 

Implementation  of  the  proposal  would  further  require  a 
ruling  that  12  CFR  9.18(b)(4)  does  not  apply  under 
these  facts  or  that  a  waiver  of  the  provisions  of  1 2  CFR 
9.18(b)(4)  is  appropriate.  Since  fund  assets  are  in¬ 
vested  in  real  estate,  the  provisions  of  12  CFR 
9. 1 8(b)(4)  do  apply  to  the  circumstances  presented  by 
the  trustee.  We  decline,  however,  to  grant  a  waiver  from 
the  requirements  of  this  provision. 

The  declaration  expressly  incorporates  in  section  5  the 
standard  of  9. 1 8(b)(4)  for  funds  invested  in  real  estate 
that  requests  for  withdrawal  from  the  fund  must  be 
made  upon  prior  notice,  not  to  exceed  one  year.  There¬ 
fore,  any  OCC  action  to  waive  or  interpret  9.1 8(b)(4)  as 
the  bank  requests  has  the  direct  effect  of  altering  the 
agreement  that  the  bank  made  with  its  participants. 

The  trustee  cites  Trust  Interpretive  Letter  No.  26  (April 
14,  1989)  as  authority  for  the  requested  waiver.  The 
trustee  contends  that  the  Comptroller  implicitly  has 
acknowledged  in  this  letter  that  in  certain  cir¬ 
cumstances  there  may  be  insufficient  cash  and  liquid 
assets  to  satisfy  all  withdrawals  within  the  time  period 
set  by  12  CFR  9.18(b)(4).  Under  such  circumstances, 
the  trustee  argues,  a  pro  rata  distribution  of  cash  and 
assets  should  be  made  to  withdrawing  accounts.  Letter 
No.  26  does  not,  however,  support  the  trustee's  posi¬ 
tion,  for  the  bank  requesting  the  opinion  did  not  request 
a  waiver  of  the  one  year  redemption  limit.  That  bank 
did,  however,  argue,  much  the  same  as  the  trustee 
herein,  that  to  fund  withdrawal  requests  on  a  pro  rata 
basis  would  result  in  funding  approximately  1 0  percent 
of  all  requests  to  the  detriment  of  many  participants.  To 
this  contention,  the  OCC  reiterated  the  position  set  forth 
in  the  letter  of  April  1,  1986,  referred  to  above,  that 
where  there  is  insufficient  cash  and  liquid  assets  to 
satisfy  all  withdrawals,  the  available  cash  and  assets 
must  be  distributed  to  withdrawing  accounts  in  accor¬ 
dance  with  their  proportional  interests. 

In  addition,  the  trustee  relies  on  Trust  Interpretive  Letter 
No.  50  (September  5,  1986)  as  evidence  of  OCC  pol¬ 
icy,  contrary  to  the  language  of  9.1 8(b)(4),  to  require  a 
trustee  to  make  pro  rata  distributions  without  regard  to 
the  timing  of  the  withdrawal  request  or  the  length  of  time 
such  requests  have  been  pending.  Letter  No.  50,  how¬ 
ever,  concerned  the  liquidation  of  a  trust,  not  the  treat¬ 
ment  of  redemption  requests  made  pursuant  to  a  trust 
agreement.  There  are  no  time  limitations  in  1 2  CFR  9  18 
for  fund  liquidations.  For  this  reason,  the  letter  ac¬ 
knowledged  that  liquidation  of  assets  "should  occur 
when  sales  are  deemed  by  the  trustee  to  be  in  the  best 
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interest  of  the  participating  trusts."  The  trustee  of  the 
liquidating  trust  was  not  bound  by  the  terms  of  a  trust 
agreement  or  regulatory  provisions  regarding  the  tim¬ 
ing  of  redemptions.  Given  this  fundamental  factual 
difference,  Letter  No.  50  does  not,  therefore,  provide 
support  for  the  trustee's  request  for  waiver  of  the  pro¬ 
visions  of  12  CFR  9.18(b)(4). 

There  is  an  OCC  interpretation  directly  relating  to  this 
issue  that  makes  a  waiver  inappropriate.  The  OCC 
responded  to  a  request  from  a  bank  for  an  exception  to 
the  provision  allowing  a  one  year  period  to  fill  requests 
for  withdrawals.  The  bank  was  trustee  of  the  bank’s 
employee  benefit  real  estate  fund.  With  the  exception 
of  terminating  trusts,  the  bank  requested  that  the 
period  allowed  to  honor  redemption  requests  be  ex¬ 
tended  from  one  to  three  or  possibly  five  years.  The 
OCC  answered  that  "[s]ince  all  participants  in  the  fund 
must  be  treated  equally,  we  cannot  accept  a  one  year 
withdrawal  period  for  only  terminating  trusts.”  See  letter 
from  Dean  Miller  dated  November  20,  1973. 

Conflict  with  Local  Law 

Finally,  the  trustee  asserts  that  its  request  for  waiver  is 
supported  by  12  CFR  9.18(a).  However,  the  cited  pro¬ 
vision  does  not  support  the  trustee’s  position. 

The  trustee  acknowledges  that  12  CFR  9.18(a)  pro¬ 
vides  for  the  collective  investment  of  funds  but  con¬ 
strues  the  provisions  of  12  CFR  9.18(b)  to  apply  only 
"where  not  in  contravention  of  local  law.  The  trustee 
contends  that  ERISA,  as  local  law,  governs  fiduciary 
relationships  and  requires  the  trustee  to  act  prudently 
in  all  its  actions.  The  trustee  then  reasons  that,  since 
honoring  the  one  year  notification  and  redemption 
period  would  be  imprudent,  ERISA  overrides  the  re¬ 
quirements  of  12  CFR  9.18(b)(4). 

The  OCC  has  recognized  ERISA  as  local  law  for  pur¬ 
poses  of  9. 1 8.  As  discussed  below,  however,  29  U.S.C. 
1144  provides  that  ERISA  does  not  invalidate,  impair, 
or  supersede  any  federal  rule  or  regulation,  including 
those  that  would  apply  to  collective  investment  ac¬ 
tivities.  Further,  we  find  unpersuasive  the  argument  that 
requirements  for  a  trustee  to  act  with  prudence  for  the 
benefit  of  participants  would  be  inconsistent  with  the 
notice  or  other  provisions  12  CFR  Part  9.  Accordingly, 
we  cannot  accept  the  argument  that  local  law,  i.e. , 
ERISA,  would  prohibit  in  this  instance  the  application  of 
the  requirements  of  Part  9. 

The  Ability  of  the  Trustee  to  Alter  the  Terms  of  the 
Declaration  of  Trust 

Pursuant  to  a  request  by  the  OCC,  on  May  3,  1990,  the 
bank  submitted  a  letter  summarizing  the  legal  authority 


of  the  trustee  to  implement  the  proposal  consistent  with 
the  provisions  of  the  trust  and  the  trustee’s  fiduciary 
responsibilities  under  ERISA.  The  bank  indicated  that 
the  trustee's  authority  derives  from  the  broad  powers 
reserved  to  the  trustee  to  administer  the  fund,  including 
the  power  to  amend  the  declaration,  and  the  obligation 
of  the  trustee  to  act  in  accordance  with  ERISA. 

The  trustee  first  offers  several  provisions  of  section  6 
concerning  the  investment  of  fund  assets  as  support 
for  its  assertion  of  authority.  Specifically,  the  trustee 
notes  that  section  6.3(f)  allows  the  trustee  full  power 
and  authority  to  deal  with  the  assets  of  the  fund.  In 
addition,  section  6.6  states  that  the  trustee  may  ex¬ 
ercise  its  rights  and  privileges  with  respect  to  those 
assets  as  though  the  trustee  was  the  owner  thereof.  The 
trustee  further  calls  our  attention  to  section  6.6(g)  which 
provides  in  essence  that  the  trustee  may  exercise  its 
powers  and  rights  and  perform  any  acts  which  in  the 
judgment  of  the  trustee  are  desirable  for  the  admin¬ 
istration  of  the  fund  regardless  of  whether  these 
powers,  rights  and  acts  are  specifically  enumerated  in 
the  declaration.  The  powers  of  the  trustee  as  set  forth  in 
these  provisions  are  without  dispute.  However,  it  is 
equally  without  dispute  that  these  provisions  do  not 
empower  the  trustee  to  unilaterally  and  unconditionally 
override  the  terms  of  the  declaration. 

The  trustee  also  relies  on  certain  provisions  of  the 
declaration  which  address  distributions  from  the  fund. 
Section  5.2  expressly  subjects  withdrawal  requests  to 
the  approval  of  the  trustee.  Further,  section  5.4  allows 
the  trustee  the  option  to  distribute  assets  of  the  fund  in 
cash  or  in  kind.  Finally,  the  trustee  refers  to  section  11.5 
for  the  proposition  that  the  trustee  has  broad  discretion 
in  exercising  its  authority  regarding  distributions. 
Again,  the  referenced  powers  of  the  trustee  are  without 
dispute.  However,  again,  these  powers  do  not  author¬ 
ize  the  trustee  to  act  in  contravention  of  the  terms  of  the 
declaration.  In  fact,  section  1 1 .5,  cited  by  the  trustee, 
only  grants  broad  discretion  in  exercising  powers  pro¬ 
vided  for  in  the  declaration.  Where  the  declaration 
provides  that  any  power  may  be  exercised  by  the 
trustee  with  discretion,  then  that  discretion  when  ex¬ 
ercised  in  good  faith  is  absolute. 

The  trustee  next  refers  to  section  9  which  provides: 

This  Declaration  may  be  amended  at  any  time, 

and  from  time  to  time  ....  No  amendment  shall  in 

any  manner  operate  to  deprive  any  Participant  of 

its  then  beneficial  interest  in  the  Group  Trust  or  in 

any  Fund,  (emphasis  added) 

This  is  the  only  section  in  the  declaration  that 
addresses  amendments  to  its  terms.  Section  9  appears 
to  grant  to  the  trustee  the  power  necessary  to  imple- 
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ment  the  proposal,  provided  that  the  amendments  do 
not  "operate  to  deprive  any  Participant  of  its  then  ben¬ 
eficial  interest."  The  determination  of  beneficial  interest 
will  be  complicated  and  fact-intensive,  depending  in 
great  part  on  the  present  valuation  of  the  fund  and  the 
potential  for  increase  or  decrease  in  the  value  of  fund 
property.  In  addition,  it  would  seem  that  what  is  ben¬ 
eficial  for  each  participant  is  dependent  on  the  portfolio 
and  investment  goals  of  each  particular  Participant.  We 
note  that  certain  participants,  that  over  a  year  ago 
made  redemption  requests  in  accordance  with  the 
terms  of  the  declaration,  have  beneficial  interests  that 
would  be  affected  by  alteration  of  the  terms  of  the 
declaration,  especially  the  proposed  waiver  of  the  one 
year  notice  requirement.  While  we  decline  to  charac¬ 
terize  the  effect  of  the  trustee's  proposed  amendments 
on  these  participants,  we  do  observe  that  the  parties  to 
the  declaration  are  in  the  best  position  to  assess  these 
effects.  This  determination,  then,  is  a  matter  to  be 
resolved  through  negotiation  between  the  trustee  and 
the  participants,  a  process  that  has  already  begun, 
with  ultimate  resort,  if  necessary,  to  the  courts. 

The  second  argument  of  the  trustee  rests  on  the  re¬ 
quirements  of  the  Employment  Retirement  Income  Se¬ 
curity  Act  of  1 974  (ERISA).  The  trustee  asserts  that  it  is 
charged  under  section  404(a)(1)(D)  of  ERISA  with  the 
responsibility  to  discharge  its  duties  pursuant  to  the 
trust  "in  accordance  with  the  documents  and  instru¬ 
ments  governing  [trust]  in  so  far  as  such  documents 
and  instruments  are  consistent  with  the  provisions  of 
this  Title  [I]  or  Title  IV  [of  ERISA].”  The  trustee  interprets 
this  provision  to  mean  that  the  trustee  is  obligated  to 
follow  the  provisions  of  a  trust  document  except  where 
those  provisions  are  inconsistent  with  ERISA.  Essen¬ 
tially,  the  trustee  argues  that  to  sell  fund  property  in 
order  to  comply  with  the  one  year  notice  provision 
would  be  a  violation  of  its  fiduciary  duties.  Thus,  the 
trustee  concludes  that  it  need  not  comply  with  that 
provision  of  the  declaration.  Moreover,  the  trustee  con¬ 
tends  that  not  only  are  the  terms  of  the  proposal  con¬ 
sistent  with  the  trustee’s  fiduciary  obligations  under 
ERISA  but  are  in  fact  required. 

We  are  not  convinced  that  ERISA  allows  the  trustee  to 
disregard  the  one  year  notice  provision  in  the  declara¬ 
tion.  In  any  case,  the  Department  of  Labor  has  primary 
jurisdiction  to  determine  issues  under  ERISA.  We  do 
note,  however,  that  even  if  ERISA  did  allow  such  a 
departure,  29  U.S.C.  1144(d)  specifically  states  that 
the  provisions  of  ERISA  shall  not  be  "construed  to  alter, 
amend,  modify,  invalidate,  impair,  or  supersede  any 
law  of  the  United  States  ...  or  any  rule  or  regulation 
issued  under  any  law.”  Thus,  authority  to  override  the 
provisions  of  a  trust  agreement,  would  not  authorize 
noncompliance  with  federal  law  or  regulations,  in¬ 
cluding  12  CFR  9.18. 


Conclusion 

We  find  no  legal  or  equitable  basis  for  departure  from 
the  OCC’s  long-standing  interpretation  and  application 
of  the  provisions  of  12  CFR  9.18(b)(4)  and  (6).  For  the 
reasons  set  forth  above,  we  find  those  sections  to  be 
applicable  to  this  matter  and  we  decline  to  grant  the 
trustee's  waiver  requests. 

Stephen  R.  Steinbrink 
Deputy  Comptroller 
Multinational  Banking 

★  *  * 


524  —  August  2,  1990 

This  is  in  response  to  our  telephone  conversation  of 
August  1989  in  which  you  reactivated  an  opinion  re¬ 
quest  originally  submitted  to  us  in  a  letter  of  June  24, 
1986,  from  *  *  *.  The  letter  requests  an  opinion  on  the 
validity  of  various  corporate  practices  which  *  *  *  would 
like  to  incorporate  into  the  articles  and  bylaws  of  its 
subsidiary  national  banks.  These  practices  are:  (1) 
written  waiver  of  notice  of  directors'  meetings;  (2)  par¬ 
ticipation  in  directors'  meetings  by  conference  tele¬ 
phone,  and  inclusion  of  directors  participating  in  this 
manner  in  determining  the  presence  of  a  quorum;  (3) 
directors’  actions  by  unanimous  written  consent;  (4) 
written  waiver  of  notice  for  shareholders’  meetings;  and 
(5)  shareholders’  actions  by  unanimous  written 
consent. 

The  following  is  a  discussion  of  our  views  on  each  of  the 
proposed  corporate  practices  as  applied  to  national 
banks.  The  discussion  below  is  qualified  by  the  prin¬ 
ciple  that  bank  directors  are  ultimately  responsible  for 
the  bank's  condition.  The  board  is  expected  to  respon¬ 
sibly  supervise  bank  operations  to  ensure  that  they 
reflect  sound  planning,  are  effectively  governed  by 
comprehensive  policies  and  internal  control  and  com¬ 
pliance  procedures,  and  are  administered  by  com¬ 
petent  management.  Failure  to  meet  these  respon¬ 
sibilities  can  result  in  potential  liabilities  for  losses  and 
assessment  of  money  penalties. 

Notice  of  Directors’  Meetings 

You  have  asked  us  to  confirm  the  presumption  that 
articles  and  by-laws  of  a  national  bank  may  provide  for 
directors  to  waive  in  writing  their  right  to  receive  notice 
of  directors'  meetings.  Because  your  research  has 
revealed  no  statutory  or  regulatory  notice  requirement, 
you  conclude  that  directors  are  entitled  only  to  such 
notice  of  directors'  meetings  as  is  required  by  a  bank's 
articles  of  association  or  by-laws,  and  that,  accord- 
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ingly,  such  articles  or  by-laws  may  provide  for  written 
waiver. 

We  are  aware  of  no  federal  statute  which  specifically 
addresses  notice  of  directors’  meetings  or  waiver  of 
such  notice  for  national  banks.  However,  section  8  22 
of  the  Model  Business  Corporation  Act  (MBCA)  states 
that  unless  the  articles  of  association  or  by-laws  pro¬ 
vide  otherwise,  regular  meetings  may  be  held  without 
notice.  Wisconsin  state  law,  Wis.  Stat.  Ann.  180.89, 
authorizes  directors  to  waive  in  writing  any  notice  re¬ 
quirements  in  the  by-laws.  Further,  section  2.4  of  the 
OCC's  model  by-laws  for  national  banks  already  pro¬ 
vides  for  regular  directors'  meetings  to  be  held  without 
formal  notice.  See  Comptroller’s  Manual  for  Corporate 
Activities,  section  2.3,  document  25,  section  2.4.  Direc¬ 
tors  have  a  duty  to  be  closely  involved  in  the  corporate 
affairs  of  a  bank  and  to  know  the  time  and  place  of 
regular  meetings.  Since  federal  statutory  or  regulatory 
provisions  relating  to  national  banks  and  general  cor¬ 
porate  law  do  not  require  formal  notice  for  regular 
directors’  meetings,  and  state  law  authorizes  waiver  of 
notice,  it  is  our  view  that  articles  and  by-laws  of  a 
national  bank  may  provide  for  waiver  by  directors  of 
any  right  those  articles  or  by-laws  might  otherwise 
provide  for  directors  to  receive  such  notice. 

Section  2.5  of  the  Comptroller’s  model  articles  of  asso¬ 
ciation,  Comptroller’s  Manual  for  Corporate  Activities, 
section  2.3,  document  21,  section  2.5,  does  provide, 
however,  for  at  least  two  days  notice  by  telegram,  letter, 
or  in  person  of  the  time  and  place  of  each  special 
directors'  meeting.  Section  8.22  of  the  MBCA  states 
that,  unless  the  articles  of  association  and  by-laws 
provide  otherwise,  special  meetings  must  be  pre¬ 
ceded  by  at  least  two  days  notice.  Such  a  requirement 
is  reasonable  in  light  of  the  duty  of  directors  to  diligently 
administer  the  affairs  of  the  bank,  and  their  potential 
liabilities.  Because  special  meetings  may  be  called  by 
directors  upon  request,  at  any  time,  and  may  cover 
important  business  matters,  it  is  essential  that  all  direc¬ 
tors  be  notified  to  enable  them  to  participate  and  carry 
out  their  responsibilities.  It  may  also  be  advisable  for 
the  notice  to  disclose  the  purpose  of  the  meeting  or  the 
matters  to  be  considered. 

Section  2.5  does  not  provide  for  a  general  waiver  of  the 
right  to  notice  for  special  directors’  meetings  and  such 
a  waiver  would  not  be  proper,  notwithstanding  state 
law  and  section  8  22  of  the  MBCA.  A  general  waiver  of 
formal  notice  to  such  meetings  could  expose  directors 
to  potential  liability  for  actions  of  which  they  may  not 
have  been  aware,  or  raise  questions  as  to  their  dil¬ 
igence  in  carrying  out  their  responsibilities  and  pro¬ 
moting  the  safety  and  soundness  of  the  bank  How¬ 
ever.  we  would  not  object  if  the  articles  or  by-laws 
provide,  in  a  case  where  a  director  has  actual  notice, 


that  a  written  waiver  of  the  required  formal  notice 
signed  by  the  director  may  take  the  place  of  the  re¬ 
quired  notice 

This  would  enable  a  defective  notice  to  be  cured  with¬ 
out  delaying  the  meeting,  where  the  director  is  willing  to 
waive  the  defect. 

Participation  in  Directors’  Meetings 

You  ask  whether  a  director  who  is  unable  to  attend  a 
directors'  meeting  may  participate  and  vote  in  the 
meeting  by  telephonic  means,  and  if  a  director  par¬ 
ticipating  in  this  manner  can  be  counted  in  determining 
the  presence  of  a  quorum.  You  state  that  you  have 
uncovered  little  authority,  other  than  Interpretive  Ruling 
7.4420,  which  states  that  a  quorum  at  a  directors’ 
meeting  requires  the  presence  of  at  least  a  majority  of 
the  board,  and  that  voting  by  proxy  is  prohibited. 

Although  section  8.20(b)  of  the  MBCA  provides  that 
any  or  all  directors  may  participate  in  regular  or  special 
meetings  by  any  means  of  communication  by  which  all 
directors  may  hear  each  other,  Wisconsin  state  law 
does  not  address  the  practice.  Federal  banking  stat¬ 
utes  also  do  not  directly  address  the  practice.  How¬ 
ever,  12  U.S.C.  73  requires  each  director  to  take  an 
oath  that  he  will  diligently  and  honestly  administer  the 
affairs  of  his  bank  and  that  he  will  not  willingly  permit 
any  banking  law  to  be  violated.  Under  12  U.S.C.  1818 
the  Comptroller  can  take  action  to  prevent  unsafe  and 
unsound  practices  by  national  bank  directors. 

In  our  view,  the  above  authorities  permit  occasional  or 
infrequent  use  of  the  telephone  by  national  bank  direc¬ 
tors  as  a  means  of  participating  in  regular  board  meet¬ 
ings,  special  meetings  or  committee  meetings.  A  na¬ 
tional  bank  director  must  be  informed  and  attentive  to 
the  needs  of  his  or  her  bank.  With  respect  to  regular 
board  meetings,  special  board  meetings  and  commit¬ 
tee  meetings,  occasional  telephone  participation 
would  not  appear  to  diminish  a  director’s  capacity  to 
perform  his  or  her  duties.  Except  as  discussed  below, 
however,  substantial  substitution  of  telephone  par¬ 
ticipation  for  attendance  at  meetings  could  reflect  upon 
the  deligence  and  vigilance  of  a  bank  director,  and 
constitute  an  unsafe  and  unsound  banking  practice. 

As  an  exception  to  the  above,  we  have  no  objection  to 
the  general  use  of  the  conference  telephone  for  special 
board  meetings  and  committee  meetings,  where  the 
bank  is  in  good  condition  and  only  non-controversial  or 
non-complex  matters  are  considered,  or  in  emergency 
situations  where  it  is  not  feasible  to  convene  a  meeting, 
so  long  as  all  participating  members  can  hear  one 
another  and  minutes  are  kept  and  presented  at  the 
regular  board  meetings.  In  addition,  absent  directors  in 
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all  cases  should  have  copies  of  any  relevant  docu¬ 
ments  or  reports  before  them  at  the  time  of  the  call. 
While  face  to  face  discussion  provides  insight  into 
matters  that  cannot  always  be  duplicated  by  tele¬ 
phonic  means,  ability  to  meet  quickly  by  telephone 
conference  or  similar  means  in  such  situations  could 
enhance  the  ability  of  directors  to  perform  their  duties, 
particularly  in  light  of  technical  developments  which 
have  greatly  facilitated  the  speed  with  which  banking 
transactions  take  place. 

Participation  of  a  director  by  conference  telephone  as 
described  above  may  count  towards  a  quorum  under 
Interpretive  Ruling  7.4420,  which  states  that  a  quorum 
at  a  directors’  meeting  requires  the  presence  of  at  least 
a  majority  of  the  board.  In  our  view,  telephone  par¬ 
ticipation,  under  the  circumstances  permitted  above,  is 
virtually  identical  to  actual  physical  presence.  This 
interpretation  is  consistent  with  section  8.20(b)  of  the 
MBCA,  which  provides  that  directors  participating  in  a 
meeting  by  means  of  communications  by  which  all 
participants  may  hear  each  other  are  deemed  to  be 
present  and  in  person  at  the  meeting.  The  prohibition  in 
Interpretive  Ruling  7.4420  on  directors  voting  by  proxy 
does  not  apply,  because  a  vote  by  a  director  par¬ 
ticipating  by  conference  telephone  is  an  actual  vote  by 
the  director,  not  an  authorization  for  a  vote  by  another. 

Directors’  Written  Consent 

You  ask  whether  the  board  of  directors  of  a  national 
bank  may  validly  act  by  unanimous  written  consent 
resolution  in  lieu  of  a  meeting.  You  are  interested  in 
having  this  procedure  available  for  emergency  situ¬ 
ations  where  the  entire  board  or  possibly  even  a  quo¬ 
rum  of  the  entire  board,  cannot  be  physically  as¬ 
sembled  in  time  to  act. 

Section  8.21  of  the  MBCA  allows  director  action  by 
unanimous  written  consent  unless  otherwise  provided 
in  the  articles  of  association  and  by-laws.  Wisconsin 
law,  at  Wis.  Stat.  Ann.  180.91,  expressly  authorizes 
unanimous  action  by  directors  without  a  meeting.  In 
spite  of  this  general  corporate  authorization,  unani¬ 
mous  written  consent  procedures  should  not  take  the 
place  of  regular  monthly  board  meetings  for  national 
banks.  A  general  requirement  that  regular  board  meet¬ 
ings  be  conducted  in  person  is  consistent  with  safety 
and  soundness  considerations  and  the  obligations  of 
directors  to  diligently  administer  the  affairs  of  the  bank 
and  not  willingly  permit  violations  of  banking  law. 

However,  while  formal  meetings  may  be  appropriate  in 
many  cases,  including  regular  board  meetings,  in  other 
situations  action  by  unanimous  written  consent  may  be 
appropriate.  Where  prompt  action  is  necessary  it  may 


be  impossible  to  notify  the  entire  board  and  assemble 
them  in  time  to  make  the  necessary  decision.  Strict 
adherence  to  corporate  formalities  in  such  cases  might 
preclude  the  board  from  acting  until  it  was  too  late,  and 
would  appear  unnecessary  where  all  the  directors 
agree  informally  on  a  particular  act  or  policy.  Therefore, 
we  have  no  objection  to  boards  of  directors  of  national 
banks  acting  through  unanimous  written  consent  be¬ 
tween  regular  board  meetings,  including  in  emergency 
situations,  for  good  cause  and  in  the  exercise  of  good 
business  judgement. 

All  directors  should  receive  complete  disclosure  of  the 
action  to  be  taken,  which  should  encompass  all  ques¬ 
tions  and  issues  which  may  have  been  raised  by  any 
other  director.  This  would  provide  similar  benefits  to 
face  to  face  discussion  and  ensure  that  directors  con¬ 
sider  all  relevant  viewpoints  before  giving  their 
consent. 


Waiver  of  Shareholders’  Meetings  Notices 

You  ask  whether  written  waivers  of  notice  for  share¬ 
holders’  meetings  by  shareholders  of  national  banks 
are,  as  a  general  matter,  valid.  You  note  that  Interpre¬ 
tive  Ruling  7.4000  which  requires  at  least  ten  days' 
notice  of  meetings  by  first  class  mail  makes  no  refer¬ 
ence  to  the  validity  of  written  waivers,  whereas  par¬ 
ticular  statutes  containing  more  stringent  notice  re¬ 
quirements  expressly  authorize  stockholders  to  waive 
such  notice. 

We  do  not  view  as  valid  written  waivers  of  the  general 
requirement  for  notice  of  regular  annual  meetings  of 
national  banks  or  meetings  involving  certain  types  of 
fundamental  corporate  changes.  As  a  general  matter, 
shareholders  may  not  be  as  closely  involved  as  direc¬ 
tors  in  the  corporate  affairs  of  a  bank,  and  thus  regular 
annual  meetings  provide  an  important  annual  forum  for 
the  free  expression  of  shareholder  ideas  for  which  they 
should  be  provided  notice.  In  addition  to  the  ten  day 
notice  requirement  of  Interpretive  Ruling  7.4000  for 
shareholder  meetings  generally,  section  1.1  of  the 
OCC's  model  by-laws  provides  for  10  to  60  days  prior 
notice  of  annual  meetings  and  makes  no  specific  pro¬ 
vision  for  waiver  of  such  notice.  As  to  special  meetings, 
section  1 .2  of  OCC's  model  by-laws,  which  provides  for 
1 0  to  60  days  prior  notice  unless  otherwise  required  by 
law,  provides  that  they  may  be  called  at  any  time  by 
directors  or  shareholders  owning  a  specified  per¬ 
centage  of  stock.  The  ability  of  shareholders  to  protect 
their  rights,  particularly  if  fundamental  corporate 
changes  are  involved,  (e  g.  mergers,  capital  changes, 
sales  of  assets  other  than  in  regular  course  of  business, 
receivership,  dissolution)  could  be  jeopardized  without 
notice  and  full  disclosure  for  such  meetings.  Thus  a 
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national  bank  should  not  provide  for  a  general  waiver  of 
notice  for  shareholder  meetings. 

We  recognize,  of  course,  that  section  7.06  of  the 
MBCA,  and  Wis  Stat.  Ann.  180.89  recognize  the  valid¬ 
ity  of  written  waivers  of  notice  by  shareholders.  Certain 
banking  statutes,  such  as  12  U.S.C.  21a,  214a,  21 5  and 
215a,  which  contain  specific  notice  requirements,  also 
provide  specific  authority  for  waiver  of  such  notice.  On 
the  other  hand,  the  provision  in  Interpretive  Ruling 
7.4000  requiring  notice  for  all  shareholders’  meetings 
makes  no  reference  to  provisions  for  waiver  of  notice, 
even  though  it  makes  specific  reference  to  statutes 
such  as  12  U.S.C.  214a,  215  and  215a  which  contain 
such  waiver  provisions.  In  our  view,  these  authorities 
indicate  that  where  a  national  bank  shareholder  has 
actual  notice  of  a  meeting  with  full  disclosure,  and  is 
willing  to  waive  a  defect  of  formal  notice  (including 
absence  of  such  notice  or  failure  to  provide  at  least  ten 
days’  prior  notice),  a  written  waiver  of  any  required 
formal  notice,  signed  by  a  shareholder  and  delivered  to 
the  bank,  may  be  deemed  to  satisfy  the  notice  re¬ 
quirements  under  Interpretive  Ruling  7.4000  or  the 
applicable  statute. 

Shareholders’  Written  Consent 

Finally,  you  ask  to  be  advised  on  OCC’s  position  re¬ 
garding  unanimous  written  consent  actions  by  stock¬ 
holders  of  national  banks.  We  understand  section  7.04 
of  the  MBCA  recognizes  shareholder  action  by  unani¬ 
mous  written  consent  and  provides  that  it  has  the  same 
effect  as  a  meeting,  and  that  most  jurisdictions,  in¬ 
cluding  Wisconsin  (Wis.  Stat.  Ann.  180.91),  authorize 
the  procedure. 

Assuming  the  statute  applicable  to  the  subject  matter 
to  be  considered  does  not  specifically  require  a  meet¬ 
ing,  we  have  no  objection  to  shareholder  action  by 
unanimous  written  consent.1  Such  a  procedure  can  be 
a  valuable  tool  in  enabling  a  bank  to  obtain  shareholder 
approval  for  actions  without  incurring  the  time  and 
expense  of  a  formal  meeting,  provided  shareholders 
are  given  disclosure  of  all  material  facts  to  enable  them 
to  exercise  informed  consent.  However,  we  suggest 
that  national  banks  desiring  to  take  action  by  unan¬ 
imous  written  consent  amend  their  articles  by  means  of 
a  formal  shareholder  vote  to  provide  clear  and  specific 
authorization  for  such  a  procedure. 


In  the  case  of  consolidations  and  mergers  under  12  U.S.C. 
215  and  215a  the  Comptroller  permits  substitution  of  unani¬ 
mous  consent  of  a  holding  company  (as  sole  shareholder)  for 
a  /ote  taken  at  a  shareholders'  meeting 


I  hope  that  the  above  has  been  responsive  to  your 
concerns.  Please  note  that  the  advice  in  this  letter  is  of  a 
general  nature,  and  is  not  meant  to  express  our  opinion 
on  any  specific  amendment  to  a  bank’s  articles  or 
by-laws,  which  would  be  subject  to  the  specific  facts 
and  language  involved. 

Robert  B.  Serino 

Deputy  Chief  Counsel  (Policy) 

★  ★  ★ 


525  —  August  8,  1990 

This  is  in  regard  to  your  recent  letter  to  the  Comptroller 
on  behalf  of  the  *  *  *  (*  *  *)1  concerning  certain  of  the 
trust  interpretations  by  the  Office  of  the  Comptroller  of 
the  Currency  (OCC)  relating  to  investments  by  national 
bank  trustees  of  trust  assets  in  mutual  funds  for  which 
the  same  bank  serves  as  investment  advisor.  The  in¬ 
terpretations  to  which  you  object  are  contained  in  trust 
interpretive  letters  217,  220,  234,  and  235  and  para¬ 
graph  9.2105  of  the  Comptroller's  Handbook  for  Na¬ 
tional  Trust  Examiners  (Interpretations).  The  Interpret¬ 
ations  are  among  those  provided  in  response  to  in¬ 
quiries  concerning  such  investments  by  national 
banks. 

You  have  requested  the  Comptroller  to  withdraw  the 
Interpretations  to  the  extent  they  may  be  viewed  as 
placing  restrictions  on  national  bank  trustees  on  the 
basis  of  your  view  that  the  Interpretations  do  not  cor¬ 
rectly  apply  the  law  governing  national  bank  trustees. 
As  a  policy  matter,  you  believe  the  Interpretations  may 
place  national  bank  fiduciaries  at  a  competitive  dis¬ 
advantage  with  respect  to  fiduciaries  that  are  subject 
only  to  state  law.  You  have  requested  the  Comptroller  to 
provide  a  statement  that  a  national  bank  trustee  is 
subject  only  to  state  law  of  the  state  where  the  bank  is 
located  with  regard  to  investing  trust  assets  in  mutual 
funds. 

For  the  reasons  set  forth  below,  we  conclude  that  the 
OCC  did  not  exceed  its  authority  to  regulate  national 
bank  fiduciaries  in  issuing  the  Interpretations.  None¬ 
theless,  national  banks  should  be  aware  of  the  fact- 
dependent  nature  of  individual  interpretations,  which 
may  or  may  not  be  persuasive  in  cases  involving  dis¬ 
tinguishable  circumstances,  such  as  differing  state 
laws,  and  of  the  bank's  responsibility  for  maintaining 
trust  counsel  to  advise  the  bank  on  fiduciary  law 
matters. 


'National  and  state  chartered  banks  affiliated  with  *  *  * 
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Federal  Law  Framework  for  National  Bank  Fiduciary 
Powers 

Statutory  Authority  of  Comptroller  to  Grant 

and  Regulate  National  Bank  Fiduciary  Powers. 

According  to  your  letter,  the  *  *  *  believes  that  the 
fiduciary  rules  applicable  to  a  national  bank  trustee  are 
established  by  state  law  and  the  trust  instrument  alone, 
and  are  not  affected  by  federal  law  or  OCC  interpreta¬ 
tion.  Such  an  interpretation  of  the  law  is  directly  con¬ 
tradicted  by  12  U.S.C.  92a,  the  statute  whereby  Con¬ 
gress  provided  certain  fiduciary  powers  to  national 
banks  subject  to  approval  and  ongoing  regulation  by 
the  Comptroller  of  the  Currency. 

As  discussed  below,  the  terms  of  the  statute  provide 
that  the  Comptroller  at  most  may  permit  national  bank 
fiduciaries  to  act  in  a  fiduciary  capacity  comparable  to 
that  permitted  under  state  law  for  bank  and  corporate 
fiduciaries  with  which  a  national  bank  may  come  into 
competition.2  However,  The  Comptroller  is  precluded 
by  the  statute  from  approving  certain  fiduciary 
activities  even  if  they  are  permissible  under  state  law. 
Even  in  those  areas  where  the  Comptroller  is  free  to 
permit  fiduciary  activities  to  the  full  extent  permitted 
under  local  law,  the  statute  does  not  compel  the  Comp¬ 
troller  to  do  so.  Further,  the  Comptroller  has  discretion 
under  the  statute  to  adopt  regulations  deemed  neces¬ 
sary  for  compliance  with  the  federal  statute  and  the 
proper  exercise  of  fiduciary  powers  by  a  national  bank, 
and  those  regulations  may  be  limiting  on  national 
banks  vis  a  vis  entities  that  are  subject  only  to  state  law 
and  not  national  bank  fiduciary  regulation. 

The  Comptroller  may  grant  permission  to  a  national 
bank  to  exercise  fiduciary  powers  not  to  exceed  those 
of  competing  fiduciaries  under  local  law  pursuant  to  1 2 
U.S.C.  92a(a),  which  provides: 

The  Comptroller  of  the  Currency  shall  be  author¬ 
ized  and  empowered  to  grant  by  special  permit  to 
national  banks  applying  therefor,  when  not  in 
contravention  of  State  or  local  law,  the  right  to  act 
as  trustee  ...  or  in  any  other  fiduciary  capacity  in 
which  State  banks,  trust  companies,  or  other  cor¬ 
porations  which  come  into  competition  with  na¬ 
tional  banks  are  permitted  to  act  under  the  laws  of 
the  State  in  which  the  national  bank  is  located. 


2Case  law  confirms  that  national  banks  may  not  exceed  the 

fiduciary  authority  available  to  local  competitors.  See,  e  g., 
St.  Louis  County  National  Bankv.  Mercantile  Trust  Company 
National  Association,  548  F.2d  716  (1976),  cert,  denied,  433 

U  S.  909  (1977). 


The  Comptroller  may  not,  however,  permit  national 
bank  fiduciaries  to  perform  certain  functions,  even  if 
permissible  for  competing  fiduciaries  under  local  law 
For  example,  12  U.S.C.  92a(d)  prohibits  a  national 
bank  fiduciary,  notwithstanding  local  law,  from  accept¬ 
ing  deposits  subject  to  check.  In  addition,  a  national 
bank  must  segregate  all  assets  held  in  a  fiduciary 
capacity  from  general  assets  of  the  bank  and  keep 
separate  books  and  records,  regardless  of  whether 
local  law  imposes  the  same  requirements  on  other 
fiduciaries  in  competition  with  the  national  bank.  12 
U.S.C.  92a(c).  A  national  bank  is  prohibited  by  statute 
from  using  trust  funds  awaiting  investment  without  set¬ 
ting  aside  U.S.  bonds  or  other  securities  approved  by 
the  Comptroller.  12  U.S.C.  92a(d).  See  also  12  U.S.C. 
92a(h). 

The  Comptroller  has  the  authority  to  deny  fiduciary 
powers  to  a  national  bank,  whether  on  the  basis  of 
capital  sufficiency,  the  needs  of  the  community,  or  “any 
other  facts  or  circumstances  that  seem  proper  to  the 
Comptroller.”  1 2  U.S.C.  92a(i).  The  Comptroller  has  the 
authority  to  revoke  fiduciary  powers  if  the  Comptroller  is 
of  the  opinion  that  the  national  bank  is  "unlawfully  or 
unsoundly  exercising  powers  granted  to  the  bank.”  12 
U.S.C.  92a(k). 

In  addition,  Congress  provided  the  Comptroller  broad 
authority  to  promulgate  regulations  governing  the  ex¬ 
ercise  of  fiduciary  powers  by  national  banks  pursuant 
to  12  U.S.C.  92a(j),  which  provides: 

The  Comptroller  of  the  Currency  is  authorized  and 
empowered  to  promulgate  such  regulations  as  he 
may  deem  necessary  to  enforce  compliance  with 
the  provisions  of  this  section  and  the  proper  ex¬ 
ercise  of  the  powers  granted  therein. 

Thus,  fiduciary  rules  applicable  to  a  national  bank 
trustee  are  not  established  by  state  law  and  the  trust 
instrument  alone,  and  are  affected  by  federal  law. 
Although  1 2  U.S.C.  92a  would  at  most  allow  the  Comp¬ 
troller  to  permit  a  practice  permitted  under  local  law 
(unless  the  practice  is  otherwise  restricted  by  the 
statute),  the  Comptroller  is  not  compelled  by  the  terms 
of  the  statute  to  permit  every  such  practice  and  retains 
the  authority  to  deny  or  regulate  practices  that  may  be 
allowed  locally.  This  conclusion  based  on  the  terms  of 
the  statute  is  consistent  with  the  legislative  history 

Legislative  Intent. 

Congress  has  authority  to  create  national  banks,  to 
determine  the  scope  of  their  powers,3  and  to  require 
them  to  carry  on  the  business  of  banking  in  con¬ 
formance  with  federal  laws.4  Although  Congress  first 
authorized  the  granting  of  federal  banking  charters 
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pursuant  to  the  National  Bank  Act  of  1864,  national 
banks  did  not  acquire  trust  powers  until  the  enactment 
of  the  Federal  Reserve  Act  of  191 3,3 4  5  which  authorized 
the  Federal  Reserve  Board  to  grant  “by  special  permit 
to  national  banks  applying  therefor,  when  not  in  con¬ 
travention  of  state  or  local  law”  the  right  to  act  as  trustee 
or  in  similar  fiduciary  capacity  “under  such  rules  and 
regulations  as  the  board  may  prescribe.”  Pub.  L.  No. 
63-43  1 1  (k),  38  Stat.  251  (1913). 

The  legislative  history  indicates  that  Congress  had  a 
twofold  purpose  in  admitting  national  banks  to  the 
fiduciary  field  pursuant  to  the  Federal  Reserve  Act. 
Congress  recognized  the  justice  of  allowing  national 
banks  to  compete  with  other  corporations,  particularly 
state-chartered  banks,  that  had  both  fiduciary  and  full 
banking  powers.6  In  addition,  Congress  believed  it 
would  be  in  the  public  interest  to  require  that  such 
authority  be  granted  and  exercised  under  a  federal 
regulatory  structure.7 

The  provision  authorizing  fiduciary  powers  was  chal¬ 
lenged  in  court  on  the  basis  of  the  argument  that 
Congress  lacked  power  under  the  Constitution  to  con¬ 
fer  such  powers  on  national  banks.  The  Supreme  Court 
held,  however,  that  the  power  of  Congress  to  create 
and  regulate  national  banks  includes  the  power  to 


3 Franklin  National  Bank  v.  New  York,  347  U.S.  373,  377 
(1954);  Arnold  Tours,  Inc.  v.  Camp,  427  F.2d  427  (1st  Cir. 
1972). 

4 McCulloch  v.  Maryland ,  17  U.S.  (4  Wheat.)  316  (1819); 
Magee,  H.,  A  Treatise  on  the  Law  of  National  and  State  Banks 
(2d  ed.  1914),  1-2. 

initially,  national  banks  received  charters  of  limited  duration, 
which  did  not  permit  the  bank  to  act  as  trustee,  since  the 
charter  could  expire  prior  to  the  expiration  of  the  trust  re¬ 
lationship  Congress  authorized  the  Federal  Reserve  Board 
to  grant  national  banks  trust  powers  in  establishing  the  Fed¬ 
eral  Reserve  System,  which  provided  for  state-chartered  as 
well  as  federally  chartered  bank  membership. 

6ln  the  19th  century,  state  banks  were  granted  trust  powers 

and  states  authorized  trust  companies  to  engage  in  banking. 
National  banks,  lacking  trust  powers,  believed  they  were  at  a 

disadvantage  in  competing  with  state  institutions  in  light  of 

these  state  law  developments.  See  Scott  on  Trusts  (W.  Frat- 
cher4th  ed  1987)  ("Scott on  Trusts"),  Vol  II,  96.5,  pp.  33-34. 
"Congress  rejected  an  approach  designed  to  provide  na¬ 
tional  banks  trust  powers  equal  to  those  of  competitors  under 
state  law  automatically  See  51  Cong.  Rec.  174,  522,  883-84 
(1913);  Conf  Rep  No.  163,  63rd  Cong.,  2d  Sess.  (1913),  15. 
Congress  decided  it  would  be  better  to  allow  the  granting  of 
fiduciary  authority  to  be  "discretionary”  with  the  Federal  Re¬ 
serve  Board  under  "general  rules  "51  Cong.  Rec.  884  (1913). 
As  stated  by  Senator  Shafroth  (Id): 

[B ] /  a  general  rule,  [the  Board]  would  probably  be 
able  to  correct  an  evil  of  which  it  would  have  special 
knowledge  We  felt  it  was  better  to  do  it  that  way 


confer  to  them  fiduciary  powers  necessary  to  compete 
with  state  banks.8  A  1918  amendment  to  the  Federal 
Reserve  Act  expanded  the  range  of  fiduciary  capaci¬ 
ties  permissible  for  a  national  bank.  The  McFadden  Act 
of  1927  provided  national  banks  with  charters  of  inde¬ 
terminate  duration,  thus  allowing  a  bank  to  be  assured 
its  charter  would  not  expire  before  fiduciary  functions 
undertaken  by  the  bank  were  fulfilled.  These  develop¬ 
ments  permitted  widespread  entry  of  national  banks 
into  the  business  of  providing  trust  and  other  fiduciary 
services.9 


The  Federal  Reserve  Board  granted  permits  for  and 
regulated  national  bank  fiduciary  activities  until  1962, 
when  Congress  transferred  that  authority  to  the  Comp¬ 
troller  of  the  Currency.  Pub.  L.  No.  87-722,  76  Stat.  668 
(codified  at  12  U.S.C.  92a). 

Contrary  to  the  *  *  *  arguments,  the  legislative  history  of 
the  1962  transfer  of  authority  does  not  indicate  con¬ 
gressional  intent  to  effect  a  change  in  the  law  to  compel 
the  Comptroller  to  defer  to  every  local  law.  Intent  as 
reflected  in  the  literal  terms  of  the  legislation  indicates 
there  was  to  be  no  change  in  the  law  other  than  to 
transfer  regulatory  authority  to  the  Comptroller.  Con¬ 
gress  made  no  change  in  wording,  other  than  changes 
necessary  to  effect  the  transfer. 

The  legislative  history  of  the  transfer  reflected  in  House 
and  Senate  reports,  hearings,  and  debates  confirms 
that  Congress  intended  no  change  in  the  substantive 
law  regarding  regulation  of  national  bank  trust  ac¬ 
tivities. 10  The  reason  for  the  transfer  was  the  consensus 
among  the  banking  regulators  and  Congress  that, 
since  national  banks,  including  their  trust  departments, 
are  supervised  by  the  Comptroller  of  the  Currency,  “the 
power  to  grant  and  regulate  their  authority  to  act  as 
trustees  should  logically  rest  with  that  Office  rather  than 
with  the  Board."  S.  Rep.  2039,  87th  Cong.,  2d  Sess.  2 
(1962). 


BFirst  National  Banks/.  Fellows,  244  U.S.  41 6  (1 91 7);  Missouri 
ex  ref  Burnes  National  Banks/.  Duncan,  265  U.S.  1 7  (1920). 
9See  Annual  Report  of  the  Comptroller  of  the  Currency 
(1927),  12. 

10H  R  Rep  No.  2255,  87th  Cong.,  2d  Sess.  1  (1962)  (“No 
change  is  made  from  the  substantive  provisions  of  section 
1 1  (k)  other  than  the  transfer  of  authority,  so  that  there  is  no 
alteration  of  existing  law  regarding  the  acting  in  fiduciary 
capacities  by  national  banks."). 

nThe  *  *  *  arguments  relating  to  the  purpose  of  the  transfer 
rely  on  the  1 963  Annual  Report  of  the  Comptroller,  which  was 
published  subsequent  to  the  actions  of  Congress,  and  in 
which  Comptroller  James  J  Saxon  provided  comments  on 
changes  in  the  new  regulation 
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There  is  no  indication  in  the  legislative  history  of  dissat¬ 
isfaction11  with  the  Federal  Reserve  Board’s  regulation 
of  national  bank  fiduciary  activities  as  too  strict  relative 
to  local  law,  nor  any  intent  to  limit  regulatory 
discretion.12  The  legislative  history  of  the  transfer  is 
thus  inconsistent  with  the  *  *  *  argument  that  Congress 
transferred  jurisdiction  from  the  Federal  Reserve  Board 
to  the  Comptroller  because  Congress  disagreed  with 
interpretations  by  the  Federal  Reserve  Board  that  were 
more  restrictive  than  local  law  would  have  provided.13 
Moreover,  had  Congress  been  dissatisfied,  pre¬ 
sumably  Congress  would  have  changed  the  law  to  limit 
the  federal  regulatory  discretion  in  this  area.  Congress 
understood  that  the  Comptroller  would  have  the  same 
authority  as  previously  held  by  the  Federal  Reserve 
Board,  including  the  ability  to  determine  whether  to 
grant  and  to  regulate  the  exercise  of  fiduciary  powers 
by  national  banks.14 

In  addition,  the  view  that  Congress  intended  to  require 
the  Comptroller  to  grant  any  power  or  allow  any  prac¬ 
tice  permitted  under  local  law  would  lead  to  irrational 
results.  The  Comptroller  could  be  required  to  permit 
practices  even  if  they  posed  significant  risks  for  na¬ 
tional  banks,  which  are  subject  to  comprehensive  fed¬ 
eral  regulation  to  ensure  their  safe  and  sound  oper¬ 
ation.  A  major  concern  of  Congress  under  the  national 
banking  laws  (including  12  U.S.C.  92a)  is  the  sound 
operation  of  national  banks  (including  their  trust  de¬ 
partments).15 

There  is  no  evidence  Congress  intended  to  exempt 
national  bank  trust  departments,  which  represent  a 
substantial  portion  of  the  business  of  many  national 
banks,  from  federal  banking  regulation.  On  the  con¬ 
trary,  in  transferring  authority  to  the  Comptroller,  Con¬ 
gress  recognized  the  OCC  was  already  examining  and 


12See  108  Cong.  Rec.  H16631  (daily  ed.  August  27,  1962) 
(Statements  of  Representatives  Patman  and  Gross  that 
"[tjhere  has  been  no  dissatisfaction  at  all"  with  the  admin¬ 
istration  of  section  1 1  (k)  by  the  Federal  Reserve  Board  ). 
13Eg.,  section  10  of  the  Board’s  Regulation  F  implementing 
section  1 1  (k),  prohibiting  conflict  of  interest  transactions, 
cited  by  the  *  *  *. 

14S.  Rep.  2039,  87th  Cong.,  2d  Sess.  (1962),  2  (“On  the  basis 
of  his  general  supervisory  functions  with  respect  to  national 
banks,  the  Comptroller  has  adequate  information  upon  which 
to  decide  whether  a  particular  bank  should  be  allowed  to 
exercise  trust  powers,  and  to  formulate  regulations  governing 
the  exercise  of  such  powers.")  (emphasis  added).  See  also 
H.  Rep.  2255,  87th  Cong.  2d  Sess.  2  (1962);  Study  of  Banking 
Laws,  Hearings  before  the  Senate  Comm,  on  Banking  and 
Currency,  84th  Cong.,  2d  Sess.  51  (1956)  (Recommenda¬ 
tions  of  the  Comptroller  of  the  Currency). 

15 See,  e  g.,  12  U.S.C.  92a(i)  and  12  CFR  9.1 1(d)  and  9.17(b). 


supervising  national  bank  trust  departments  and  there¬ 
fore  was  the  appropriate  agency  to  adopt  regulations 
governing  their  trust  operations.16 

Further,  the  *  *  *  position  would  render  superfluous  the 
language  of  the  statute  establishing  the  Comptroller  as 
the  regulator  of  national  banks’  fiduciary  activities  and 
authorizing  the  Comptroller  to  adopt  regulations  If 
rules  governing  national  banks'  fiduciary  activities 
were  to  be  established  by  state  law  and  the  trust 
instrument  alone,  Congress  would  not  have  desig¬ 
nated  a  federal  bank  regulatory  structure  specific  to 
these  activities. 

Constitutionality  of  Federal  Regulation  of 
National  Bank  Fiduciary  Activities. 

We  also  have  considered  your  arguments  that  the 
regulation  of  national  bank  fiduciary  activities  by  the 
Comptroller  is  an  unauthorized  preemption  of  state  law 
and  is  invalid  insofar  as  the  Comptroller's  regulation 
may  be  viewed  as  establishing  a  "federal  common  law" 
of  trusts.  The  Supreme  Court  previously  has  ruled  that 
the  federal  law  governing  fiduciary  activities  of  national 
banks  is  valid  under  the  U  S.  Constitution  1 7  Under  the 
Constitution,  Congress  has  complete  authority  over 
national  banks,  including  the  power  to  grant  certain 
fiduciary  authority  and  to  require  national  banks  to 
operate  under  the  supervision  and  regulations  of  the 
Comptroller. 

In  granting  fiduciary  powers  to  national  banks,  Con¬ 
gress  chose  a  structure  that  relies  on  the  scope  of  local 
laws  to  establish  the  outer  boundaries  of  a  national 
bank’s  authority.  Congress  intended  to  promote  com¬ 
petition  between  national  banks  and  state-chartered 
competitors,  but  did  not  permit  the  creation  of  a  com¬ 
petitive  imbalance  in  favor  of  national  banks  by  per¬ 
mitting  those  banks'  fiduciary  powers  to  exceed  those 
of  its  competitor  fiduciaries  under  local  law.  As  you 
noted,  other  federal  banking  laws  similarly  rely  on  the 
scope  of  state  law  to  limit  the  authority  of  national  banks 
operating  within  state’s  borders,  e.g.,  branching  limi¬ 
tations  on  national  banks  under  the  McFadden  Act  and 
the  interstate  banking  authority  of  bank  holding  com¬ 
panies  under  the  section  3(d)  of  the  Bank  Holding 
Company  Act. 

Federal  law  of  this  type  clearly  is  affected  by  state  law 
Local  law  defines  the  maximum  range  of  a  national 
banks’  fiduciary  authority  under  12  U.S.C.  92a,  since  at 


16H  R.  Rep  2225,  87th  Cong.  2d  Sess.  2-3  (1962) 
17See  note  8. 
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most  the  Comptroller  may  permit  a  national  bank  fidu¬ 
ciary  to  conduct  an  activity  permissible  for  a  fiduciary 
governed  by  state  law  The  courts  have  previously 
recognized  the  power  of  Congress  to  adopt  this  type  of 
statutory  structure.18 


Federal  law  that  defines  the  powers  of  national  banks  in 
this  manner  does  not  limit  the  authority  of  the  states  to 
develop  their  own  laws  with  regard  to  fiduciary  ac¬ 
tivities.  States  remain  free  to  impose  restrictions  of 
general  applicability  on  all  fiduciaries  under  the  law  of 
the  jurisdiction,  including  national  bank  trustees.19  In 
addition,  nothing  in  the  statute  or  in  the  Comptroller’s 
regulation  or  the  Interpretations  purports  to  regulate  or 
in  any  way  limit  the  fiduciary  authority  of  entities  other 
than  national  banks. 

Moreover,  agency  regulations  and  interpretations  of 
law  that  are  issued  pursuant  to  statutory  authority  and 
reasonably  effect  the  statute  do  not  constitute  “federal 
common  law.”  As  discussed  below,  regulations 
adopted  by  the  Comptroller  and  the  staff’s  Interpreta¬ 
tions  in  the  fiduciary  area  reasonably  implement  the 
statutory  scheme  established  by  Congress  in  12U.S.C. 
92a. 

Validity  of  Comptroller  of  Currency  Regulation 
Implementing  12  U.S.C.  92a. 

Simultaneous  with  the  transfer  of  authority  over  national 
bank  trust  activities  in  1962,  the  OCC  adopted  Part  9 


:8See  American  Trust  Co.,  Inc.  v.  South  Carolina  State  Board 
of  Bank  Control,  381  F.  Supp.  313,  323  (D  S  C.  1974)  (“Con¬ 
gress  has  paramount  authority  over  national  banks  .  .  .  [and] 
can  exercise  its  authority  by  incorporating  [fiduciary]  restric¬ 
tions  found  in  state  law"). 

See  also  First  National  Banks/.  Dickinson.  396  U.S.  1 22,  131 , 
133  (1969)  With  regard  to  the  McFadden  Act’s  reliance  on 
state  law,  the  Supreme  Court  stated: 

[W]hile  Congress  has  absolute  authority  over  national 
banks,  the  federal  statute  has  incorporated  by  refer¬ 
ence  the  limitations  which  state  law  places  on  branch 
banking  activities  by  state  banks.  .  .  .  State  law  has 
been  utilized  by  Congress  to  provide  certain  guidelines 

to  implement  its  legislative  policy. 

* *  *  * 

The  mechanism  of  referring  to  state  law  is  simply  one 
designed  to  implement  the  congressional  intent  and 
build  into  the  federal  statute  a  self-executing  provision 
to  accommodate  to  changes  in  state  regulation. 

19St  Louis  County  National  Bank  v.  Mercantile  Trust  Com¬ 
pany  National  Association.  548  F  2d  716  (1976),  cert,  denied. 
433  U  S  909  (1977)  (national  bank  could  not  operate  trust 
activities  in  two  states,  since  state  bank  could  not);  American 
Trust  Co  Inc  v  South  Carolina  State  Board  of  Bank  Control. 
381  F  Supp  313  (D  S  C  1974)  (state  law  requiring  local 
ownership  of  fiduciary  applies  to  national  bank);  New  Hamp¬ 
shire  Bankers  Association  v  Nelson.  336  F  Supp  1330, 
1 334-35  ( 1972)  (state  law  restricting  advertising  by  fiduciary 
applies  to  national  banks) 


(Fiduciary  Powers  of  National  Banks  and  Collective 
Investment  Funds)  to  govern  the  trust  and  other  fiduci¬ 
ary  activities  of  national  banks.20  The  regulation  was 
substantially  similar  to  the  Federal  Reserve  Board's 
Regulation  F.21  As  a  general  matter,  both  regulations 
addressed  procedural  matters  relating  to  acquiring 
and  maintaining  a  special  permit  for  trust  powers  as 
well  as  substantive  rules  applicable  to  national  bank 
fiduciaries.  Substantive  rules  related  to  statutory  limi¬ 
tations  on  national  bank  fiduciary  powers  established 
by  Congress  They  also  established  standards  for  the 
proper  exercise  of  powers.  For  example,  both  regu¬ 
lations  contained  provisions  against  self-dealing,  re¬ 
flecting  the  fiduciary  duty  of  loyalty.  The  regulations 
also  established  requirements  for  common  trust  funds. 
The  Comptroller  adopted  a  comprehensive  revision  of 
the  regulation  in  196322  and  has  since  amended  Part  9 
from  time  to  time.  In  the  amendments,  the  Comptroller 
has  maintained  the  foregoing  types  of  substantive  and 
procedural  provisions. 

The  OCC’s  regulation  is  consistent  with  the  reasonably 
implements  the  statutory  framework  in  12  U.S.C.  92a 
pursuant  to  which  Congress  authorized  the  Comp¬ 
troller  “to  promulgate  such  regulations  as  he  may  deem 
necessary  to  enforce  compliance  with  the  statute  and 
the  proper  exercise  of  the  powers  granted  therein.”  1 2 
U.S.C.  92a(j).  The  provisions  of  Part  9  thus  are  valid  and 
binding  on  national  bank  fiduciaries.23 


Legal  Basis  for  OCC  Interpretative  Trust  Letters. 

The  OCC  has  provided  individual  interpretations  of  the 
application  of  the  requirements  of  12  U.S.C.  92a  and 
Part  9  in  specific  situations.  The  OCC  has  received 
numerous  requests  for  opinions  concerning  the  per¬ 
missibility  of  specific  fiduciary  practices  for  national 
bank  trustees  over  the  years.24  In  accordance  with 
long-standing  OCC  practice,  the  staff  has  considered 
these  requests  and  has  provided  written  staff  interpre¬ 
tations  to  the  requesters  on  a  case-by-case  basis.  The 
interpretations  represent  opinions  of  the  OCC  staff  and 
are  not  themselves  regulations. 


2012  CFR  Part  9  (1963). 

21 12  CFR  206,  reprinted  in  Miscellaneous  Bank  Bills:  Hear¬ 
ings  before  the  Senate  Comm,  on  Banking  and  Currency. 
87th  Cong.,  2d  Sess.  95-109  (1962). 

2228  Federal  Register  3309  (April  5,  1963);  12  CFR  Part  9 


(1964) 

23  See  Mournings/  Family  Publications  Service.  Inc  .  411  US. 
356,  369  (1973)  (agency  regulations  are  valid  to  the  extent 
"reasonably  related  to  the  purposes  of  the  enabling  statute"); 
State  of  Ohiov.  U  S  Department  of  the  Interior.  880  F  2d  432, 
473-74  (D  C.  Cir.  1989) 

24The  interpretations  do  not  as  a  general  matter  address  legal 
issues  other  than  fiduciary  law  applicable  to  national  banks 
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The  issuance  of  the  interpretations  represents  a  valid 
exercise  of  the  authority  of  the  Comptroller,  which 
Congress  has  charged  with  the  responsibility  to  en¬ 
force  12  U.S.C.  92a  and  adopt  regulations,  to  provide 
opinions  concerning  the  application  of  the  statute  and 
its  trust  regulation  in  response  to  inquiries  from  national 
banks.25 

The  OCC  makes  the  interpretations  available  to  banks, 
examiners,  and  other  interested  members  of  the  public 
for  the  purpose  of  indicating  how  the  OCC  has  pre¬ 
viously  responded  in  other  individual  cases.26  A  na¬ 
tional  bank  is  not,  however,  discouraged  from  dis¬ 
tinguishing  its  circumstances  factually  or  under  local 
law.  The  interpretations  may  or  may  not  be  persuasive 
with  regard  to  distinguishable  factual  situations. 

A  national  bank  operating  under  a  trust  permit  is  re¬ 
quired  by  Part  9  to  retain  legal  counsel  that  will  be 
readily  available  to  advise  the  bank  and  its  trust  de¬ 
partment  concerning  matters  of  fiduciary  law.  12  CFR 
9.7(c).  The  OCC  expects  fiduciary  counsel  Iwill  be 
used  to  keep  the  bank  informed  of  relevant  fiduciary 
law  matters  and  that  any  requests  for  interpretations  by 
a  bank  will  be  made  only  after  thorough  analysis  of  the 
applicable  law  by  such  counsel. 

In  this  regard,  we  note  that  it  is  the  responsibility  of  the 
board  of  directors  of  a  national  bank  to  ensure  ongoing 
compliance  with  these  requirements  placed  on  the 
exercise  of  fiduciary  powers  of  the  bank.  12  CFR 
9.7(a)(1 ).  The  governing  statute,  the  regulation,  and  the 
terms  of  the  fiduciary  permits  issued  by  the  Comptroller 
generally  do  not  require  a  national  bank  to  obtain  prior 
clearance  from  the  OCC  to  act  in  a  particular  fiduciary 
capacity  that  is  permissible  under  the  bank’s  grant  of 
fiduciary  authority.27  However,  a  national  bank  should 
be  able  to  demonstrate  and  maintain  documentation 
reflecting  the  bank’s  prior  review,  with  appropriate 
consultation  with  its  fiduciary  counsel,  of  practices  that 
may  present  issues  relating  to  the  scope  of  the  bank’s 
authority.  For  example,  where  a  national  bank  is  relying 
on  a  local  law  exception  to  authorize  a  transaction  that 
otherwise  would  fall  within  the  self-dealing  prohibition 


255  U.S.C.  553(b)(1)(A)  and  (d)(2).  A  reviewing  court  is  en¬ 
titled  to  make  independent  inquiry  into  the  correctness  or 
propriety  of  an  interpretative  ruling,  although  the  agency  may 
be  accorded  substantial  deference.  Batterton  v.  Marshall, 
648  F. 2d  694  (D  C.  Cir.  1980);  Guardian  Federal  Savings  and 
Loanv.  FSLIC,  589  F.2d  658  (D  C.  Cir.  1978). 

28National  Trust  Examiner’s  Handbook  paragraphs  are  sum¬ 
maries  of  interpretations  that  the  OCC  believes  may  be  rel¬ 
evant  in  other  cases. 

^An  exception  to  this  general  rule  applies  to  collective  in¬ 
vestment  funds.  A  national  bank  must  file  its  written  plan 
regarding  the  fund  with  the  OCC  pursuant  to  12  CFR  9.18 


in  12  CFR  9.12,  the  bank  should  be  able,  on  examina¬ 
tion,  to  readily  and  clearly  establish  the  applicability  of 
the  local  law  that  authorizes  the  transaction  and  dem¬ 
onstrate  that  the  bank  concluded  its  analysis  before 
engaging  in  the  transaction. 

Federal  Law  Pertaining  to  National  Bank  Investments 
in  Mutual  Funds  Advised  by  the  Bank 

As  noted,  the  *  *  *  is  particularly  concerned  about  the 
impact  of  Interpretations  234,  217,  220,  and  235  and 
the  Comptroller's  Handbook  for  National  Trust  Exami¬ 
ners  paragraph  9.2105  relating  to  investment  by  na¬ 
tional  bank  trustees  of  trust  assets  in  mutual  funds 
advised  by  the  same  bank  and  has  requested  the 
Comptroller  to  withdraw  the  Interpretations.  The  OCC 
has  carefully  considered  the  *  *  *  arguments  that  the 
Interpretations  supersede  local  law  or  fail  to  defer  to 
local  law  in  areas  where  Part  9  or  previous  policy  of  the 
Comptroller  would  warrant  deference.  Based  on  our 
review,  however,  it  appears  that  the  Interpretations 
were  reasonable  under  the  facts  and  circumstances 
involved  and  that  the  staff  deferred  to  local  law  in  those 
instances  where  a  legal  basis  for  deference  was 
provided. 

Trust  Interpretation  234 

In  Trust  Interpretation  234  (September  21,  1989),  the 
OCC  staff  advised  a  national  bank  that  a  proposal 
under  which  the  bank  would  become  an  investment 
advisor  to  a  mutual  fund  and  invest  trust  assets  in  the 
fund  was  inconsistent  with  OCC  regulations.  Under  the 
facts  and  circumstances  presented,  the  bank  was 
subject  to  the  self-dealing  prohibition  contained  in  the 
OCC’s  regulation  (12  CFR  9.12)  and  was  not  able  to 
come  within  the  exceptions  provided  in  the  regulation, 
including  the  exception  allowing  self-dealing  trans¬ 
actions  where  permitted  under  local  law.  As  discussed 
below,  the  self-dealing  prohibition  contained  in  12  CFR 
9.1 2  poses  a  significant  restriction  on  investments  by  a 
national  bank  of  trust  assets  in  a  mutual  fund  advised 
by  the  bank;  unless  the  bank  can  establish  that  the  trust 
instrument,  a  court  order,  or  state  law  provides  author¬ 
ization  for  the  transaction,  the  bank  must  refrain. 

The  OCC's  self-dealing  regulation  is  intended  to  reflect 
and  require  for  national  banks  the  duty  of  undivided 
loyalty,  a  basic  principle  of  trust  law  followed  through¬ 
out  the  United  States,  as  set  forth  in  court  cases,  and  in 
statutes  that  expressly  prohibit  self-dealing  by  fiduci¬ 
aries.28  The  duty  of  loyalty  is  the  "most  fundamental 


28 Scott  on  Trusts,  Vol.  IIA,  170,  at  31 1-436;  Bogert.  George 
Trusts  (6th  ed.  1987),  95,  at  341-48  See  also  Bogert  George' 
Trusts  and  Trustees  (rev.  2d  ed  )  543-543(V);  Restatement 
Trusts,  Second,  170,  206. 
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duty"  owed  by  the  trustee  to  the  beneficiaries  of  the 
trust  according  to  Scott  on  Trusts ,  a  leading  authority 
on  trust  law  29 

A  trustee  owes  a  duty  to  the  beneficiaries  to  administer 
the  affairs  of  the  trust  solely  in  the  interests  of  the 
beneficiaries,  and  to  refrain  from  placing  itself  in  a 
position  where  its  other  interests  or  that  of  a  third 
person  does  or  may  conflict  with  the  interest  of  the 
beneficiaries,  according  to  another  leading  trust  law 
authority.30  This  principle  is  preventative  in  nature, 
requiring  the  trustee  to  avoid  positions  in  which  other 
interests  do  or  may  conflict  with  that  of  the  bene¬ 
ficiaries,  regardless  of  the  good  faith  of  the  trustee  or 
the  effect  of  the  trustee’s  conduct  on  the  beneficiary  or 
benefit  to  the  trustee  31 

Exceptions  to  the  duty  of  loyalty  are  narrow.  The  often- 
quoted  statement  of  Judge  Cardozo  in  Meinhard  v. 
Salmon ,  249  N.Y  458,  464,  164  N.E.  545,  546  (1928), 
noted  the  reluctance  of  courts  to  grant  exceptions: 

Many  forms  of  conduct  permissible  in  a  workaday 
world  for  those  acting  at  arm’s  length,  are  for¬ 
bidden  to  those  bound  by  fiduciary  ties.  A  trustee 
is  held  to  something  stricter  than  the  morals  of  the 
market  place.  Not  honesty  alone,  but  the  punctilio 
of  an  honor  the  most  sensitive,  is  then  the  stand¬ 
ard  of  behavior.  As  to  this  there  has  developed  a 
tradition  that  is  unbending  and  inveterate.  Un¬ 
compromising  rigidity  has  been  the  attitude  of 
courts  of  equity  when  petitioned  to  undermine  the 
rule  of  undivided  loyalty  by  the  “disintegrating 
erosion”  of  particular  exceptions.  Only  thus  has 
the  level  of  conduct  for  fiduciaries  been  kept  at  a 
level  higher  than  that  trodden  by  the  crowd.  It  will 
not  consciously  be  lowered  by  any  judgment  of 
this  court. 

State  legislatures  have  adopted  occasional  excep¬ 
tions,  which  tend  to  be  related  to  specific  cir¬ 
cumstances.32 

29Scott  on  Trusts,  Vol.  IIA,  170,  at  311.  See  also  American 
Bankers  Association,  A  Statement  of  Principles  of  Trust  Insti¬ 
tutions,  Art  III,  3  (Fundamental  Duties  of  Trustees)  (Adopted 
by  the  American  Bankers  Association,  1933),  reprinted  in 
Bank  Administration  Institute,  Basic  Trust  Department  Organ¬ 
ization  (1971),  Appendix  1: 

It  is  the  duty  of  a  trustee  to  administer  a  trust  solely  in  the 
interest  of  the  beneficiaries  without  permitting  the  in¬ 
trusion  of  interests  of  the  trustee  or  third  parties  that 
may  in  any  way  conflict  with  the  interests  of  the  trust 
'/JBogert,  George,  Trusts  (6th  ed  1987),  95,  at  341  See  also 
Restatement,  Trusts,  Second,  170.  206. 

'Bogert  George,  Trusts  (6th  ed  1987)  95,  at  341-43:  Scott 
on  Trusts,  Vol  IIA,  170.  at  311 

'"'Bogert  George  Trusts  95,  at  347-48.  The  specific  legis¬ 
lative  enactments  of  Indiana  and  certain  other  states  per¬ 
mitting  banks  to  invest  trust  assets  in  mutual  funds  advised  by 
the  banks  are  examples 


A  self-dealing  transaction  generally  may  be  conducted 
only  in  cases  where  a  provision  in  the  trust  instrument 
validates  the  transaction,33  where  a  court  order  author¬ 
izes  the  specific  transaction,34  or  where  local  law35  has 
relaxed  the  loyalty  rules  as  to  one  or  more  acts  of  trust 
administration. 

The  Comptroller  recognizes  these  exceptions.  Histori¬ 
cally,  however,  the  Federal  Reserve  Board  in  section 
206.11  of  Regulation  F  did  not  allow  national  bank 
trustees  to  engage  in  self-dealing  transactions  to  the 
full  extent  possible  for  competing  state  fiduciaries, 
because  that  provision  did  not  recognize  an  exception 
for  transactions  authorized  under  local  law.36  The  re¬ 
vised  self-dealing  regulation  adopted  by  the  OCC  in 
1963  recognized  an  exception  for  local  law.37  Self¬ 
dealing  transactions  by  national  bank  trustees  are  thus 
permissible  where  “lawfully  authorized  by  the  instru¬ 
ment  creating  the  relationship,  or  by  court  order  or  by 
local  law.”  12  CFR  9.12.  Deference  to  local  law  in  this 
area  was  consistent  with  then  Comptroller  Saxon’s 
policy  views38  and  the  statute  that  allowed  the  Comp¬ 
troller  to  permit  activities  allowed  by  local  law. 


33Local  courts  may  give  a  strict  construction  to  such  pro¬ 
visions.  Bogert,  George,  Trusts  (6th  ed.  1987),  95,  at  347. 
34Local  courts  sometimes  approve  action  which  could  other¬ 
wise  be  deemed  disloyal  for  good  cause  shown,  for  example, 
under  circumstances  where  a  trust  asset  may  be  difficult  to 
sell,  and  the  trustee  is  willing  to  help  the  estate  by  paying  a 
higher  price  that  any  other  purchaser  would  pay.  Scott  on 
Trusts ,  Vol.  IIA,  170.7,  at  337;  Bogert,  George,  Trusts  95,  at 
347. 

35Under  state  law,  “consent”  may  be  a  defense  to  voiding  self 
dealing  transactions  if  the  trustee  demonstrates  full  dis¬ 
closure  of  the  facts,  the  trustee  took  no  advantage  of  his 
position  and  the  transaction  is  in  all  respects  fair  and  reason¬ 
able.  Scott  on  Trusts ,  Vol.  IIA,  170.24,  at  436. 

360nly  two  exceptions  to  the  self-dealing  prohibition  were 
recognized  by  the  Federal  Reserve  Board:  transactions  "ex¬ 
pressly  required  by  the  instrument  creating  the  trust"  or 
transactions  "specifically  authorized  by  court  order."  Section 
206.11  of  Regulation  F,  footnote  11,  12  CFR  206.11  (1961). 
37Upon  assuming  regulatory  authority,  the  OCC  conducted  a 
major  study  of  trust  laws  and  trust  banking  operations  and 
proposed  a  comprehensive  revision  to  Part  9,  adopted  in 
1963.  28  Federal  Register  S309  (April  5,  1963),  12  CFR  Part  9 
(1964). 

38“ln  the  area  of  possible  conflicts  of  interest,  the  thrust  has 
been  to  rely  on  local  law.  We  see  no  reason  for  a  more 
restrictive  rule  in  this  regard  for  a  national  bank  than  that 
which  the  case  and  statute  law  of  a  state  imposes.”  The 
Comptroller  also  noted  that  the  new  regulation  would  elimi¬ 
nate  the  requirement  that  transactions  authorized  by  the  trust 
instrument  be  “expressly  require[d]  "  The  revisions  were 
drafted  with  the  assistance  of  an  Advisory  Group  appointed 
by  the  OCC,  including  Professor  Austin  W  Scott,  a  leading 
authority  on  trust  laws.  Proposed  Revision  of  Regulation  9 
Fiduciary  Powers  of  National  Banks  and  Collective  Invest¬ 
ment  Funds,  Remarks  of  James  J  Saxon,  Comptroller  of  the 
Currency,  Midwinter  Trust  Conference  of  the  American 
Bankers  Association  (February  4,  1963). 
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Thus,  as  is  relevant  to  investing  trust  funds  in  bank- 
advised  mutual  fund  shares,  12  CFR  9.12(a)  provides 
that: 

Unless  lawfully  authorized  by  the  instrument  cre¬ 
ating  the  relationship,  or  by  court  order  or  by  local 
law,39  funds  held  by  a  national  bank  as  fiduciary 
shall  not  be  invested  in  stock  or  obligations  of .  .  . 
organizations  in  which  there  exists  such  an  inter¬ 
est,  as  might  affect  the  exercise  of  the  best  judge¬ 
ment  of  the  bank  in  acquiring  the  property,  or  in 
stock  or  obligations  of,  or  property  acquired  from, 
affiliates  of  the  bank  or  their  directors,  officers  or 
employees.40 


The  bank's  interest  in  a  mutual  fund  as  advisor  might 
affect  the  bank’s  exercise  of  best  judgment  concerning 
trust  investments  for  several  reasons.  The  profitability 
of  the  bank's  mutual  fund  advisory  service  may  in¬ 
crease  as  a  result  of  investment  of  trust  assets  in  the 
fund,  since  an  investment  advisor  to  a  mutual  fund 
usually  receives  a  fee  based  on  the  size  of  the  fund.  The 
bank  may  be  inclined  to  invest  trust  assets  in  the  mutual 
fund  with  a  view  to  acquiring  or  maintaining  the  busi¬ 
ness  relationship  under  which  it  receives  fees  as  in¬ 
vestment  advisor  to  the  fund,  even  if  the  bank  does  not 
stand  to  profit  directly  from  the  investment  of  trust 
assets.  The  bank  may  stand  to  gain  at  the  expense  of 
trust  beneficiaries  if  the  trust  account  is  being  charged 
indirectly  for  the  bank’s  mutual  fund  advisory  fee  (de¬ 
ducted  from  the  overall  return  shown  by  the  mutual 
fund)  in  addition  to  the  bank’s  fiduciary  fee,  which 
generally  is  an  annual  percentage  tied  to  the  size  of  the 
trust  and  which  is  intended  to  cover  investment  advice. 


39ln  determining  whether  a  practice  was  "lawfully"  author¬ 
ized,  the  national  bank  must  establish  that  it  complied  with 
local  law  requirements  concerning  these  exceptions.  These 
requirements  may  vary,  for  example,  with  regard  to  pro¬ 
visions  needed  to  establish  valid  authorization  in  the  trust 
instrument. 

40Section23B  of  the  Federal  Reserve  Act  (12  U.S.C.  371 )  and 
section  406  of  the  Employee  Retirement  Income  Security  Act 
of  1974  (29  U.S.C.  1106)  (ERISA)  are  generally  consistent 
with  the  OCC’s  self-dealing  regulation  and  contain  similar 
prohibitions.  Section  23B  was  adopted  by  Congress  in  1987 
to  address  concerns  over  transactions  between  banks  and 
their  separate  affiliates  that  were  not  addressed  in  section 
23A  and  certain  types  of  transactions  that  might  be  antici¬ 
pated  in  the  event  of  expanded  securities  activity  by  affiliates 
of  banks.  Section  23B  prohibits  the  purchase  by  a  bank 
fiduciary  of  securities  of  an  affiliate  unless  an  exception 
permitting  the  transaction  based  on  the  instrument,  court 
order,  or  local  law  is  established.  ERISA  section  406(a)(1)(D) 
generally  prohibits  a  fiduciary  from  transferring  plan  assets 
for  use  by  a  party  in  interest.  By  interpretation  the  Department 
of  Labor  carved  out  an  exception  to  this  general  rule  where 
the  transfer  is  directed  by  the  participants  (Prohibited  Trans¬ 
action  Class  Exemption  77-4). 


The  OCC  in  administering  12  CFR  9  12  defers  to  the 
local  law,  including  legislative  enactments  of  some 
states  that  permit  bank  investments  of  trust  assets  in 
bank-advised  mutual  funds.41  However,  with  respect  to 
Trust  Interpretation  234,  no  local  law  basis  for  per¬ 
mitting  the  investment  was  presented  Instead,  the 
national  bank  sought  to  obtain  a  favorable  opinion  from 
the  OCC  to  engage  in  what  would  otherwise  be  a 
self-dealing  transaction  by  waiving  the  bank's  mutual 
fund  investment  advisory  fee  as  to  the  bank's  trust 
customers.  The  bank’s  argument  was  that  this  would 
address  the  possible  interest  of  the  bank  in  receiving 
increased  fees  as  a  result  of  the  investments.  Other¬ 
wise,  the  trust  customers  would  pay  for  the  investment 
advisory  services  of  the  bank  both  in  the  bank's  ca¬ 
pacity  as  mutual  fund  advisor  (through  an  indirect 
charge  reflected  in  the  return  on  investment)  and  as 
fiduciary  (through  the  fiduciary  fee  that  covers  the 
bank’s  investment  management). 

It  was  the  staff’s  opinion  in  Trust  Interpretation  234  that, 
absent  the  establishment  of  an  exception,  the  national 
bank’s  proposal  would  not  be  permissible  as  pre¬ 
sented,  since  fee  waiver  alone  would  not  eliminate  the 
bank’s  interest  in  placing  trust  assets  in  funds  advised 
by  the  bank.  The  bank’s  proposal  did  not  address 
conflicts  of  interest  other  than  the  possibility  of  double 
charging  of  trust  customers  for  investment  advice. 

Under  section  9. 1 2,  the  trustee  must  refrain  from  enter¬ 
ing  into  transactions  that  might  affect  the  trustee’s  best 
judgment.  The  prohibition  is  intended  to  deter  the  trus¬ 
tee  from  placing  itself  in  a  conflict  of  interest  position 
and  thus  applies  irrespective  of  arguments  by  a  trustee 
that  the  beneficiaries  would  receive  a  "fair  return.’’42 


41See,  eg.,  Trust  Interpretive  Letter  dated  November  24, 
1989  (replying  to  inquiry  from  an  Indiana  national  bank  as  to 
whether  the  bank  may  receive  fees  for  certain  advisory  ser¬ 
vices  to  mutual  funds  in  which  discretionary  fiduciary  ac¬ 
counts  are  invested): 

It  is  our  opinion  that  IND.  CODE  §  28-1-12-3  author¬ 
izes  an  Indiana  bank  fiduciary  to  exercise  discretion  to 
invest  in  securities  of  a  mutual  fund  that  the  bank  or  an 
affiliate  is  providing  services  as  investment  advisor 
[and]  to  receive  reasonable  remuneration  for  the  ser¬ 
vices  rendered  to  the  mutual  fund 
42 See  Bogert,  Trusts ,  95,  at  342  ("It  is  a  well-known  quality  of 
human  nature  that  it  is  extremely  difficult,  or  perhaps  impos¬ 
sible,  for  an  individual  to  act  fairly  in  the  interests  of  others 
whom  he  represents  and  at  the  same  time  consider  his  own 
financial  advantage.  .  .  For  the  sake  of  protecting  [the  ben¬ 
eficiaries]  against  this  risk  equity  forbids  the  disloyal  trans¬ 
action  and  does  not  consider  its  actual  merits  or  effects  which 
in  many  cases  may  be  concealed  ’’) 
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Such  arguments  might  be  useful  in  petitioning  for  a 
court  order  under  local  law  authorizing  a  transaction.43 
If  a  court  order  was  obtained,  the  Comptroller's  regu¬ 
lation  also  would  have  authorized  the  transaction  as 
falling  within  an  exception  to  section  9.12. 

Upon  review,  we  believe  Interpretation  234  was  con¬ 
sistent  with  the  law  and  did  not  seek  to  prevent  the 
national  bank  from  relying  on  the  exceptions  from  12 
CFR  9  12.  The  letter  reflected  no  departure  from  the 
policy  in  12  CFR  9.12  to  defer  to  local  law.44  In  this 
regard,  we  note  that  the  staff’s  letter  provided  advice  to 
the  bank  on  various  means  by  which  authorization  for 
the  investment  could  be  obtained,  including  a  local  law 
basis  if  one  could  be  established  by  the  bank. 

Permissibility  of  Acting  As 
Investment  Advisor  to  a  Mutual  Fund. 

In  addition,  the  *  *  *  objects  to  Handbook  paragraph 
9.2105.  The  paragraph  summarizes  a  1971  interpreta¬ 
tive  letter  and  was  included  in  the  Handbook  because 
of  its  advice  on  the  permissibility  of  the  activity  of  acting 
as  an  investment  advisor.  Questions  were  raised  con¬ 
cerning  the  permissibility  of  the  activity  in  light  of  a 
Supreme  Court  decision  in  Investment  Company  Insti¬ 
tute  v.  Camp,  401  U  S.  61 7  (1971 ).  In  the  staff’s  opinion, 
the  Camp  case  would  not  prevent  the  bank  from  acting 
as  investment  advisor.  The  paragraph  remains  valid 
with  respect  to  its  central  proposition  —  that  a  bank 
may  serve  as  investment  advisor  to  a  mutual  fund. 

The  paragraph  also  contained  statements  concerning 
investment  of  trust  and  collective  investment  fund 
assets  in  bank-advised  funds.  Those  statements 
should  be  considered  in  light  of  later  interpretations, 
since  the  statements  do  not  reflect  the  current  position 
of  the  OCC  that  a  bank  may  be  able  to  make  the 


43ln  some  cases  a  “best  return"  argument  and  other  cir¬ 
cumstances  (such  as  difficulty  in  otherwise  disposing  of  the 
trust  assets)  might  provide  a  basis  under  which  the  local 
court  may  grant  the  trustee  s  request  for  a  court  order  author¬ 
izing  the  transaction  Scott  on  Trusts,  Vol  IIA,  1 70.7,  at  337. 
44The  *  *  *  believes  the  burden  should  be  placed  on  the  OCC 
to  establish  the  absence  of  a  local  law  exception  before  a 
national  bank  may  be  cited  for  a  violation  of  the  self-dealing 
prohibition  in  12  CFR  9  12  The  OCC  disagrees.  The  plain 
language  of  the  regulation  establishes  a  general  prohibition 
subject  to  several  exceptions,  including  an  exception  for 
actions  authorized  by  local  law  The  clear  meaning  of  the 
regulation  is  to  provide  an  exception  for  local  law  which  must 
be  asserted  as  an  affirmative  defense  to  actions  that  would 
otherwise  violate  the  general  prohibition  The  burden  of  al¬ 
leging  and  proving  the  affirmative  defense  based  on  local  law 
lies  with  the  party  raising  the  defense  See  N  L  R  B  v  Mastro 
Plastics  Corn  354  F  2d  1  70. 1 76  (2d  Cir  1 965),  cert  denied, 
364  U  S  972  (1966) 


investment  if  the  bank  can  establish  it  is  entitled  to  rely 
on  one  of  the  exceptions  recognized  in  Part  9. 45 

Ten  Percent  Concentration  Limit 

on  Investment  of  Trust  Assets 

in  Any  One  Mutual  Fund. 

The  *  *  *  also  objects  to  Trust  Interpretation  220,  con¬ 
cerning  the  OCC’s  regulation,  12  CFR  9. 1 8(b)(9)(ii), 
restricting  a  common  trust  fund  from  placing  more  than 
10  percent  of  the  assets  of  the  fund  in  any  one  mutual 
fund.  The  requester  of  the  interpretation  had  estab¬ 
lished  an  exception  to  the  self-dealing  regulation  to 
permit  such  investments.  Interpretation  220  responds 
to  a  request  that  the  OCC  waive  the  10  percent  invest¬ 
ment  limitation  in  this  provision  of  the  regulation.  The 
requester  provided  no  basis  upon  which  it  could  be 
argued  that  the  10  percent  requirement  would  not 
apply.  The  requester  advanced  policy  arguments  only. 

The  OCC  recently  published  and  requested  public 
comment  on  a  proposed  revision  of  its  regulation  (12 
CFR  9.18)  governing  common  trust  funds  and  col¬ 
lective  investment  funds.46  Among  the  proposed  revi¬ 
sions  is  one  that  would  relax  the  10  percent  rule.  We 
note  that  the  *  *  *  has  provided  comments  on  the  pro¬ 
posed  rulemaking,  which  the  OCC  will  consider  with 
other  comments  submitted. 


Disclosure  of  Investment  Advisory  Fees  Received 
by  Bank  from  Mutual  Funds  on  the 
Basis  of  Investments  of  Trust  Assets. 

In  addition,  the  *  *  *  objects  to  Trust  Interpretations  21 7 
and  235,  both  of  which  related  to  a  national  bank  that 
requested  an  opinion  from  the  staff  concerning  the 
extent  and  manner  of  disclosure  of  investment  advisor 
fees  received  by  the  bank  based  on  the  bank's  invest¬ 
ment  of  fiduciary  assets  in  a  mutual  fund  advised  by  the 
bank.  In  this  case,  the  national  bank  had  established  an 
exception  to  the  self-dealing  prohibition  to  permit  this 
type  of  investment. 

Under  the  particular  facts  presented  to  the  OCC,  the 
staff  initially  advised  that  the  bank  should  disclose  for 
each  participant  the  amount  of  investment  advisory 
fees  paid  as  a  result  of  investing  collective  assets  in  the 
mutual  fund  advised  by  the  national  bank.  The  OCC 
staff,  however,  subsequently  reconsidered  this  issue  in 
light  of  facts  and  circumstances  indicating  that  the 
specific  disclosure  recommended  by  the  staff  in  the 


45See  Trust  Interpretation  220  See  also  Trust  Interpretive 
Letter  dated  June  13,  1989  (concerning  national  bank  in¬ 
vestment  of  common  trust  fund  in  bank-advised  mutual  fund). 
4655  Federal  Register  4184  (February  7,  1990). 
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previous  interpretations  might  not  be  reasonably  feasi¬ 
ble  under  existing  technology.  Based  on  these  facts, 
the  staff  stated  its  view,  in  Trust  Interpretation  242,  that 
“line  item”  disclosure  of  fees  attributable  to  each  par¬ 
ticipant  would  not  be  required.  The  OCC  staff  properly 
indicated,  however,  that  if  local  law  required  such 
disclosure,  the  bank  would  be  subject  to  the  local  law 
requirement.  Since  the  previous  positions  no  longer 
reflect  the  OCC’s  position  on  itemized  fee  disclosure, 
we  find  no  reason  to  address  the  merits  of  the  previous 
positions. 

I  hope  this  response  will  provide  useful  clarification  of 
letters  of  interpretation  issued  by  the  OCC  staff  in  the 
area  of  concern  to  the  *  *  *.  We  recognize  there  are 
significant  concerns  affecting  national  banks  in  the 
area  of  competition  for  fiduciary  services.  The  Comp¬ 
troller’s  regulation  generally  defers  to  local  law  where 
appropriate  to  promote  competitive  equity  between 
national  banks  and  their  competitors  subject  to  state 
law.  However,  the  Comptroller  has  authority  to  impose 
the  additional  restrictions  on  national  bank  fiduciary 
activities  as  set  forth  in  12  CFR  Part  9  and  to  interpret 
these  provisions  appropriately. 

Paul  Allan  Schott 
Chief  Counsel 

it  it  it 


526  —  September  11,1 990 

This  letter  is  in  response  to  your  letter  of  August  6, 1 990, 
which  includes  the  Liquidation  Plan  (plan)  for  which 
*  *  *  serves  as  trustee.  Your  letter  provides  that  during  a 
meeting  held  on  August  1,  1990,  between  you  and 
other  representatives  of  the  trustee  and  members  of  the 
staff  of  the  Office  of  the  Comptroller  of  the  Currency 
(OCC)  that  the  OCC  indicated  a  specific  interest  in 
reviewing  the  trustee’s  plan  for  liquidation  of  *  *  *.  It  is 
further  stated  that  due  to  the  “somewhat  unique  cir¬ 
cumstances  presently  surrounding  Fund  F,"  your  letter 
not  only  describes  the  trustee’s  plan  for  liquidation  but 
also  serves  as  the  trustee’s  request  for  a  determination 
that  the  OCC  has  “no  objection"  to  the  plan  as  submit¬ 
ted  "at  this  time.”  In  accordance  with  its  supervisory 
responsibilities,  the  OCC  has  requested  a  copy  of  the 
trustee’s  plan  for  the  information  of  the  examiners  re¬ 
sponsible  for  the  *  *  *  (bank). 

In  connection  with  the  trustee’s  request  for  a  deter¬ 
mination  of  “no  objection”  to  the  plan,  the  trustee  has 
cited  Trust  Interpretive  Letter  No.  50  (Letter  No.  50)  as 
authority  and  guidance  for  the  formulation  of  the  plan. 


Letter  No.  50  should  not  be  relied  upon  as  a  general 
statement  of  OCC  policy  or  procedure  regarding  the 
liquidation  of  a  real  estate  fund  That  letter  was  a 
specific  response  to  a  specific  request  and  as  such  is 
confined  to  the  facts  of  that  request  and  the  terms  of  the 
pertinent  declaration  of  trust,  including  the  handling  of 
outstanding  withdrawal  requests,  the  timing  of  the 
liquidation  of  fund  assets,  and  quarterly  distributions  of 
cash.  Letter  No.  50  merely  advises  the  bank  to  act  in 
accordance  with  the  terms  of  the  declaration  of  trust 
Thus,  in  developing  a  plan  for  liquidation  of  the  *  *  *  in 
this  case,  the  trustee  should  carefully  consider  the 
terms  of  the  Declaration  of  Trust,  applicable  law,  and  its 
fiduciary  obligations,  rather  than  the  transactions  set 
forth  in  Letter  No.  50. 

At  this  time,  the  OCC  has  no  comment  regarding  the 
plan  within  the  broad  parameters  that  you  describe.  We 
do  not,  however,  specifically  endorse  all  or  any  part  of 
the  plan.  Moreover,  this  letter  does  not  and  should  not 
be  understood  to  operate  to  affect  or  override  the 
claims  of  any  participant  who  has  already  submitted,  or 
may  submit,  prior  to  the  decision  by  the  trustee  to 
liquidate  the  *  *  *,  a  redemption  request  This  letter  also 
does  not  purport  to  ratify  or  otherwise  constitute  an 
interpretation  of  the  responsibilities  and  duties  of  the 
trustee  to  the  participants.  The  rights  of  the  participants 
can  only  be  determined  by  a  court  of  appropriate 
jurisdiction  in  accordance  with  the  applicable  law. 

Please  be  advised  that  the  OCC  will  continue  to  monitor 
the  progress  of  the  liquidation  by  means  of  the  supervi¬ 
sory  process.  The  OCC  reserves  the  right  to  take  any 
action  it,  as  part  of  its  ongoing  supervisory  respon¬ 
sibilities,  deems  necessary  to  maintain  the  safety  and 
soundness  of  the  bank  and  to  ensure  the  trustee  meets 
its  fiduciary  responsibilities. 

Stephen  R.  Steinbrink 
Deputy  Comptroller 
Multinational  Banking 

★  ★  ★ 


527  —  September  23,  1990 

This  is  in  response  to  your  letter  to  Mr  Billy  L.  Dowdle, 
referred  to  me  for  reply,  requesting  confirmation  that 
your  client,  *  *  *,  can  collateralize  deposits  of  Louisiana 
State  pension  trust  funds.  The  bank  is  the  agent  or 
custodian  of  one  fund,  and  is  a  trustee  of  the  second 
fund.  You  indicate  that  Trust  Precedents  and  Opinions 
9.2700  and  9.3210  appear  to  preclude  the  bank  from 
collateralizing  deposits  received  from  the  two  funds, 
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either  because  the  bank  exercises  no  discretion  (as  to 
the  first  fund)  or  because  the  deposits  are  temporary 
and  merely  awaiting  investment  or  distribution  (the 
second  fund). 

12  U  S  C  90  authorizes  a  national  bank: 

upon  the  deposit  with  it  of  any  funds  by  any  State 
or  political  subdivision  thereof  or  any  agency  or 
other  governmental  instrumentality  of  one  or  more 
States  or  political  subdivisions  thereof,  including 
any  officer,  employee,  or  agent  in  his  official  ca¬ 
pacity,  [to]  give  security  for  the  safekeeping  and 
prompt  payment  of  the  funds  so  deposited.  .  . 

to  the  same  extent  as  is  authorized  by  state  law  for  state 
banks. 

You  indicate  that  Louisiana  law  allows  banks  to  pledge 
assets  to  secure  deposits  of  public  entities  against 
loss,  and  requires  that  a  state  depositing  agency  such 
as  a  state  retirement  system  trust  fund  obtain  security 
for  state  deposits  that  exceed  amounts  insured  by,  for 
example,  the  FDIC.  You  further  indicate  that  your  client 
and  other  national  banks  in  Louisiana  have  long  been  in 
the  practice  of  collateralizing  the  deposits  received 
from  state  pensions  funds. 

I  confirm  your  conclusion  that  12  U.S.C.  90  authorizes 
national  banks  to  collateralize  public  deposits  pro¬ 
vided  state  banks  are  permitted  to  do  so  under  state 
law.  This  is  the  case  notwithstanding  the  trust  prece¬ 
dents  and  opinions  referred  to  above.  Those  opinions 
require  the  pledging  of  securities  or  other  eligible 
assets  to  cover  receipts  of  certain  trust  deposits  by 
national  banks,  and  go  on  to  indicate  that  in  other 
circumstances  such  pledging  of  assets  to  cover  de¬ 
posits  would  be  ultra  vires.  This  latter  caution  merely 
reiterates  the  general  rule  that  national  banks  cannot 
collateralize  or  offer  security  on  their  deposits  which 
are  not  received  or  held  invested  in  a  trust  capacity. 
However,  12  U.S.C.  90  contains  an  exception  to  the 
general  rule  in  the  case  law  against  pledging  collateral 
when  the  deposits  involve  public  funds. 

In  sum,  (1)  national  banks  cannot  collateralize  private 
deposits,  based  on  old  case  law,  but  (2)  must  col¬ 
lateralize  certain  trust  deposits  and  (3)  may  col¬ 
lateralize  public  deposits  received  from  a  state  or  local 
government  authority  provided  state  banks  are  allowed 
to  offer  collateral  on  such  deposits  in  the  pertinent 
locality 

William  B  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

»  »  * 


528  —  September  19,  1990 

Your  letter  to  Eric  Thompson,  concerning  a  lending  limit 
inquiry,  has  been  referred  to  me  for  reply. 

Your  bank  grants  loans  to  *  *  *,  Inc.  and  to  *  *  *,  Inc.  *  *  * 
is  owned  by  *  *  *  (50  percent)  and  *  *  *  (50  percent). 
*  *  *  is  owned  by  *  *  *  (65  percent),  *  *  *  (25  percent) 
and  *  *  *  (10  percent).  *  *  *  is  an  officer  of  both  deal¬ 
erships  and  is  authorized  to  procure  loans  from  your 
bank.  *  *  *  also  personally  guarantees  *  *  *  loans  with 
your  bank. 

You  want  to  know  if  the  bank  must  combine  loans  for 
both  dealerships  in  applying  its  lending  limit.  You  state 
that  the  two  dealerships  operate  independently  and  do 
not  depend  on  each  other  for  income. 

As  the  hypothetical  is  posed,  including  the  assumption 
of  independent  operation  of  the  two  dealerships,  loans 
to  the  two  corporations  would  not  need  to  be  combined 
for  purposes  of  lending  limit  analysis.  12  CFR  32.5  sets 
forth  rules  for  combining  loans  to  separate  borrowers. 
Loans  to  separate  persons  (here,  the  two  corporations) 
will  be  combined  if  a  common  enterprise  is  deemed  to 
exist  between  them,  12  CFR  32.5(a)(1).  The  two  cor¬ 
porate  borrowers  in  your  example  are  related  through 
common  control  (the  ownership  of  *  *  *)•  ln  such  a 
situation,  1 2  CFR  32.5(a)(2)(iii)  provides  that  a  common 
enterprise  will  be  deemed  to  exist  if  the  controlled 
corporations  are  engaged  in  interdependent  busi¬ 
nesses  or  there  is  substantial  financial  inter¬ 
dependence  between  them.  If  one  corporation  derives 
50  percent  or  more  of  its  gross  receipts  or  expenditures 
in  transactions  with  the  other,  commonly  controlled 
corporation,  a  common  enterprise  is  deemed  to  exist 
between  them. 

You  have  stated  that  the  two  dealerships  operate  inde¬ 
pendently  and  do  not  depend  on  each  other  for  in¬ 
come.  A  common  enterprise  should  not  be  deemed  to 
exist  simply  because  both  companies  are  engaged  in 
the  same  type  of  business,  i.e.,  selling  cars.  The  com¬ 
mon  control  feature  of  the  two  dealerships  also  does 
not  automatically  require  loan  combination.  The  tests  in 
12  CFR  32.5  are  the  ones  to  be  applied  in  your  hypo¬ 
thetical. 

Finally,  the  fact  that  *  *  *  personally  guarantees  loans 
obtained  by  *  *  *  does  not  result  in  a  loan  combination. 
1 2  CFR  32. 1 01  provides  that  a  guarantor  who  does  not 
receive  any  of  the  proceeds  or  benefit  of  the  proceeds 
on  a  loan  is  not  treated  as  a  borrower  unless  one  of  the 
tests  set  forth  in  12  CFR  32.5(a)  is  satisfied.  *  *  *  re¬ 
ceives  the  proceeds  and  benefit  of  the  loan.  This  is  not 
altered  by  the  fact  that  *  *  *  is  a  50  percent  owner  of  the 
corporation  It  is  not  the  purpose  of  the  lending  limit 
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regulation  to  discourage  the  taking  of  guarantees  from 
controlling  owners  of  corporate  borrowers. 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

★  ★  ★ 


529  —  September  20,  1990 

This  is  in  response  to  your  letter  to  the  Comptroller's 
office,  referred  to  me  for  reply,  concerning  the  pur¬ 
chase  of  eligible  bankers  acceptances  and  12  U.S.C. 
371c. 

Your  client,  *  *  *  (Bank),  proposes  to  purchase  eligible 
bankers  acceptances  created  by  major  money  center 
banks  pursuant  to  letters  of  credit  issued  by  affiliates  of 
the  Bank  as  well  as  by  other  non-affiliated  foreign 
financial  institutions.  The  affiliates  (including  a  Vene¬ 
zuelan  banking  organization)  will  issue  letters  of  credit 
to  finance  transactions  involving  the  import  and  export 
of  goods  between  the  United  States  and  South  Amer¬ 
ica.  The  letters  of  credit  will  be  confirmed  by  major 
money  center  banks,  who  will  accept  the  time  drafts 
drawn  under  the  letters  of  credit.  The  drafts  will  be 
accepted  upon  presentation  of  all  documentation  re¬ 
quired  by  the  letters  of  credit  and  on  such  other  terms 
that  will  result  in  the  acceptances  being  eligible  for 
discount  with  Federal  Reserve  Banks  under  12  U.S.C. 
372. 

No  affiliate  of  the  Bank  will  accept  the  drafts  or  other¬ 
wise  become  obligated  to  the  Bank  for  the  payment  of 
such  drafts.  Once  eligible  bankers  acceptances  are 
created,  the  accepting  banks  or  the  beneficiaries 
thereof  will  discount  them  to  the  Bank.  Only  accept¬ 
ances  that  qualify  as  eligible  bankers  acceptances  will 
be  purchased  by  the  Bank. 

You  seek  confirmation  of  your  opinion  that  the  Bank's 
purchase  of  acceptances  as  described  above  would 
not  be  a  "covered  transaction"  within  the  scope  of  12 
U.S.C.  371c.  As  you  note,  there  are  five  categories  of 
covered  transactions  as  the  term  is  defined  at  12 
U.S.C.  371c(b)(7).  Unless  the  Bank’s  purchase  of  the 
acceptances  is  for  some  reason  deemed  to  be  a  loan  or 
extension  of  credit  to  an  affiliate,  it  is  not  within  the 
definition. 

I  agree  with  your  conclusion  that  the  Bank’s  purchase 
of  the  eligible  bankers  acceptances  as  described  is  not 
a  loan  to  an  affiliate  and  is  not  otherwise  a  covered 
transaction.  The  proceeds  of  the  purchase  go  to  the 
person  who  is  discounting  the  acceptance  with  the 


Bank,  not  to  an  affiliate.  And  no  affiliate  will  be  liable  to 
the  Bank  for  payment  on  a  dishonored  bankers  ac¬ 
ceptance.  Once  a  money  center  bank  accepts  a  time 
draft  as  contemplated,  and  thereby  creates  an  eligible 
acceptance,  such  bank  becomes  directly,  uncon¬ 
ditionally,  and  primarily  liable  for  the  payment  of  such 
acceptance  at  maturity.  Upon  negotiation  of  the  ac¬ 
ceptance  to  the  Bank,  a  beneficiary  thereon  may  or 
may  not  become  secondarily  liable  to  the  Bank  How¬ 
ever,  absent  an  agreement  to  the  contrary  (and  you 
state  that  no  such  agreement  will  exist)  the  Bank  will 
have  no  recourse  to  any  affiliate  for  payment  on  the 
acceptance. 

In  sum,  on  the  assumed  facts,  the  credit  risk  attached 
to  and  the  liability  for  payment  on  the  eligible  bankers 
acceptance  rests  with  the  money  center  bank  which 
has  created  it.  The  proceeds  of  the  purchase  go  to  the 
person  discounting  the  acceptance  with  the  Bank,  not 
to  an  affiliate.  There  is  no  reason  to  treat  the  transaction 
as  a  loan  by  the  Bank  to  an  affiliate  or  otherwise  as  a 
covered  transaction  within  12  U.S.C.  371c(b)(7). 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

★  ★  ★ 


530  —  September  20,  1990 

This  is  in  response  to  your  letter  to  Eric  Thompson, 
referred  to  me  for  reply,  concerning  advisory  directors 
of  national  banks. 

You  have  been  asked  by  a  client  to  discuss  the  role  of 
advisory  directors  and  the  impact,  if  any,  of  the  en¬ 
hanced  enforcement  provisions  under  the  Financial 
Institutions  Reform,  Recovery,  and  Enforcement  Act  of 
1989  (FIRREA).  Your  prepared  response  summarizes 
the  role  of  advisory  directors  based  upon  descriptions 
in  three  sources:  an  OCC  publication  entitled  The  Di¬ 
rector’s  Book  -  The  Role  of  a  National  Bank  Director  an 
OCC  Interpretive  Ruling,  12  CFR  7.7410;  and  the  Fed¬ 
eral  Reserve  Board's  Regulation  O,  12  CFR  215.2(c). 
Your  summary  of  these  descriptions  seems  to  be  a  fair 
characterization 

However,  I  cannot  agree  that  individuals  who  act  in  the 
capacity  of  advisory  director  are  outside  the  definition 
of  an  "institution-affiliated  party"  for  purposes  of  the 
OCC's  enforcement  authority  FIRREA  amended  the 
definitional  section  of  the  Federal  Deposit  Insurance 
Act,  12  U.S.C.  1813,  to  expand  the  universe  of  individ¬ 
uals  who  are  subject  to  the  federal  banking  agencies' 
enforcement  proceedings  under  that  act  Such  indi- 
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viduals  include  an  institution-affiliated  party,  defined  to 
mean  “any  director,  officer,  employee  .  .  .  and  any 
other  person  as  determined  by  the  appropriate  Federal 
banking  agency  (by  regulation  or  case-by-case)  who 
participates  in  the  conduct  of  the  affairs  of  an  insured 
depository  institution).  .  12  U.S.C.  1 81 3(u).  An  ad¬ 

visory  director  of  a  national  bank  certainly  falls  within 
the  scope  of  this  definition. 

Perhaps  a  specific  illustration  will  be  helpful.  Suppose 
the  OCC  is  of  the  opinion  that  an  individual  at  a  national 
bank  has  engaged  in  an  unsafe  or  unsound  practice  or 
has  violated  the  law  within  the  meaning  of  those  terms 
as  used  in  the  cease  and  desist  provisions  of  12  U.S.C. 
1818(b).  The  fact  that  the  individual  in  question  may 
have  been  acting  in  the  capacity  of  an  advisory  director 
should  not  and  would  not  prevent  the  OCC  from  taking 
such  corrective  action  as  is  deemed  appropriate  in  the 
circumstances.  This  expanded  ability  granted  to  the 
regulator  to  address  unsafe  practices  or  violations  of 
law  at  national  banks  should  not,  and  hopefully  will  not, 
deter  individuals  from  serving  as  advisory  directors. 
There  is  no  reason  to  believe  the  OCC  will  abuse  the 
enforcement  authority  contained  in  the  Federal  Deposit 
Insurance  Act. 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

★  ★  ★ 


531  —  October  1,  1990 

Your  letter  to  Senior  Attorney  Jeff  Gillespie,  posing 
certain  lending  limit  questions,  has  been  referred  to  me 
for  reply. 

I  apologize  for  the  delay  in  responding,  which  has  been 
due  to  the  press  of  business  and  to  the  fact  that  your 
inquiry  related  to  a  hypothetical  rather  than  a  real 
situation  which  had  occurred.  You  postulate  a  national 
bank  with  a  lending  limit  of  $1.75  million,  which  ap¬ 
proves  a  revolving  line  of  credit  of  $4  million  for  a 
customer  As  part  of  its  approval  process,  the  bank 
obtains  a  commitment  to  participate  in  the  “over-line" 
portion  of  that  line  of  credit  from  another  bank. 

The  line  of  credit  is  made  available  to  the  customer  for 
asset-based  financing  of  domestic  trade  as  well  as 
international  trade  finance  purposes  —  the  issuance  of 
sight  and/or  usance  letters  of  credit  up  to  120  days 
sight  and  trust  receipt  and/or  acceptance  financing  of 
drawings  Due  to  the  nature  of  usance  letters  of  credit, 
they  result  in  the  creation  of  bankers  acceptances  at 
the  time  the  letters  of  credit  are  drawn  upon  The 


customer's  arrangements  with  his  foreign  supplier  (the 
beneficiary  of  the  letters  of  credit  issued  by  the  bank) 
provide  that  acceptances  arising  from  drawings  on  the 
letters  of  credit  will  be  paid  at  the  maturity  of  the 
acceptance  (120  days  after  drawing)  rather  than  being 
discounted  at  the  issuing  bank  prior  to  maturity. 

You  wish  to  clarify  the  application  of  the  lending  limit  as 
the  line  of  credit  is  utilized  and  acceptances  generated 
under  the  usance  letters  of  credit.  In  the  hypothetical 
posed,  the  customer  has  direct  indebtedness  of  $1 .75 
million  under  the  line  of  credit,  and  usance  letters  of 
credit  totaling  $2  million  have  been  issued.  All  of  the 
letters  are  drawn  upon,  giving  rise  to  120  day  accep¬ 
tances  and  total  debt  of  the  customer  to  the  bank  of 
$3.75  million. 

Several  observations  can  be  offered  concerning  this 
situation.  The  bank's  initial  $4  million  lending  commit¬ 
ment  to  the  customer  is  legal  provided  it  satisfies  the 
criteria  in  12  CFR  32.2(a)  and  (d).  The  lending  limit  is 
applied  at  the  time  a  loan  is  made.  "Loan”  is  defined  to 
include  a  “binding,  written  commitment  to  lend”  if  the 
commitment,  when  aggregated  with  all  other  out¬ 
standing  loans  to  the  same  borrower  (including  other 
commitments),  does  not  exceed  the  bank's  lending 
limit  at  the  time  the  commitment  is  made. 

The  bank's  commitment  to  lend  (the  line  of  credit  de¬ 
scribed  in  the  facts)  was  accompanied  by  a  par¬ 
ticipation  agreement  with  another  bank.  12  CFR 
32.2(d)  states  that,  in  determining  whether  a  bank’s 
commitment  to  lend  falls  within  its  lending  limit  on  the 
date  of  the  commitment,  the  bank  may  deduct  from  the 
amount  of  the  commitment  the  aggregate  amount  of 
written  loan  participations  in  that  commitment  by  other 
financially  responsible  institutions  Accordingly,  if  the 
bank  commits  to  lend  $4  million  to  a  particular  cus¬ 
tomer,  and  participates  out  the  amount  of  the  commit¬ 
ment  which  would  exceed  its  lending  limit,  the  com¬ 
mitment  to  lend  is  legal  when  entered  into  with  the 
customer  and  the  bank’s  lending  limit  is  applied  at  that 
time. 

The  bank  has  advanced  loan  funds  to  its  customer  in 
the  amount  of  $1.75  million,  which  equals  the  bank's 
lending  limit  as  it  existed  at  the  time  of  its  commitment 
to  lend.  This  amount  outstanding  is  in  compliance  with 
the  bank’s  lending  limit,  and  as  yet  there  has  been  no 
need  to  receive  funds  from  the  participant  bank.  Any 
future  advances  of  funds  by  the  bank  to  this  customer, 
covered  by  12  U.S.C.  84,  will  have  to  be  matched  with 
funds  received  by  the  bank  from  the  participant  bank 

Another  $2  million  is  outstanding  from  the  customer 
based  on  the  bank's  issuance  of  bankers  accep¬ 
tances.  12  CFR  32.6  explains  that  the  12  U.S.C.  372 
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limit  under  which  a  bank  may  accept  drafts  eligible  for 
rediscount  is  separate  from  the  12  U.S.C.  84  lending 
limit.  The  12  U.S.C.  372  per-customer  limit  for  eligible 
bankers  acceptances  is  10  percent  of  bank  capital. 
However,  12  U.S.C.  372(f)  provides  that  this  limit  does 
not  apply  to  that  portion  of  an  acceptance  which  is 
covered  by  a  participation  agreement  sold  to  another 
institution.  Accordingly,  although  the  $2  million  in  eli¬ 
gible  acceptances  issued  for  the  customer  exceeds  1 0 
percent  of  the  bank’s  capital,  the  participation  agree¬ 
ment  with  the  other  bank  if  properly  structured  covers 
the  excess  amount  and  means  there  is  no  problem 
under  12  U.S.C.  372. 

"Ineligible”  bankers  acceptances,  i.e.,  acceptances 
not  within  1 2  U.S.C.  372,  are  subject  to  the  lending  limit 
at  the  time  they  are  issued,  see  12  CFR  32.6(b)(3). 
There  is  no  separate  10  percent  limit  for  such  accep¬ 
tances,  and  they  must  be  aggregated  with  other  loans 
to  a  customer  under  12  U.S.C.  84  when  issued.  Re¬ 
gardless  of  whether  the  bankers  acceptances  under 
discussion  are  all  or  partly  ineligible,  however,  the 
participation  agreement  if  properly  structured  should 
mean  that  the  bank  is  in  compliance  with  12  U.S.C.  84 
(and  with  12  U.S.C.  372  to  the  extent  it  applies). 

With  respect  to  the  bankers  acceptances,  eligible  or 
ineligible,  no  funds  will  be  required  from  the  participant 
bank  until  an  acceptance  is  discounted  with  the  issuing 
bank  (which  the  bank  in  your  hypothetical  does  not 
plan  to  do),  or  the  maturity  date  is  reached  and  the 
customer  does  not  fulfill  his  obligation  to  pay  the  issu¬ 
ing  bank.  The  participation  agreement  must  con¬ 
template  that  any  amount  in  excess  of  the  bank's  lend¬ 
ing  limit  will  be  funded  by  the  participant  bank  at  the 
time  of  the  earliest,  triggering  event,  i.e.,  when  the 
acceptance  is  discounted  by  the  bank  or  reaches  its 
maturity  date  without  the  bank  being  reimbursed  by  its 
customer. 

In  the  hypothetical,  the  bank  had  advanced  in  direct 
loan  funds  to  the  customer  $1.75  million,  an  amount 
equal  to  its  lending  limit,  and  had  issued  acceptances 
in  the  amount  of  $2  million.  For  the  sake  of  simplicity,  let 
us  assume  that  such  loan  advances  preceeded  the 
issuance  of  any  acceptances.  The  participation 
agreement  should  be  structured  in  such  a  way  that  the 
participant  bank  will  fund  any  additional  loan  advances 
to  the  bank’s  customer  (if  any),  and  will  fund  any  dis¬ 
counting  of  the  bankers  acceptances  by  the  bank  or 
customer  defaults  at  maturity  (if  any). 

William  B  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

★  ★  ★ 


532  —  October  2,  1990 

This  is  in  response  to  your  letter  to  Mr.  Harold  J.  Han¬ 
sen,  referred  to  me  for  reply,  concerning  the  appli¬ 
cation  of  12  U.S.C.  84  to  the  proposed  lease  note 
financing  program  of  your  client 

Facts 

The  bank  proposes  to  make  a  series  of  loans  to  a 
corporation  which  is  engaged  in  the  business  of  pur¬ 
chasing  motor  vehicles  and  leasing  them  to  various 
businesses.  The  purpose  of  each  loan  is  to  finance  the 
lessor’s  purchase  of  the  vehicles  to  be  leased.  The 
lessees  in  each  case  direct  the  lessor  to  purchase  the 
vehicles  desired,  and  the  vehicles  are  then  leased 
pursuant  to  a  master  lease  agreement  which  covers  all 
leased  vehicles  regardless  of  when  delivered  to  the 
lessee.  Each  vehicle  or  group  of  vehicles,  when  leased, 
is  added  to  the  lease  by  a  separate  schedule  signed  by 
the  lessor  and  the  lessee  which  sets  forth  the  term  and 
monthly  payments  for  the  listed  vehicles,  and  the 
schedule  becomes  a  part  of  the  lease.  Thus,  a  lease 
between  the  lessor  and  the  lessee  may  include  many 
different  schedules  entered  into  over  a  period  of 
months  or  years,  with  each  schedule  covering  specific 
vehicles  for  the  specified  lease  term,  and  with  a  spe¬ 
cific  stated  rental  schedule  for  those  vehicles. 

Each  lease  provides  that  the  lessee  is  responsible  for 
the  maintenance  and  other  costs  and  expenses  related 
to  the  use  and  operation  of  the  leased  vehicles.  The 
lease  also  includes  usual  waiver  of  defense  provisions 
as  to  any  assignee  of  the  lease. 

The  lease  permits  the  lessee  to  terminate  the  lease  term 
for  any  specific  vehicle  at  any  time  after  the  first  12 
months  of  its  term  as  set  forth  in  its  applicable  sched¬ 
ule.  In  the  event  of  such  termination  the  lessee  must 
return  the  vehicle  to  the  lessor,  and  the  lessor  must  then 
proceed  to  sell  it.  The  net  proceeds  of  the  sale,  after 
expenses  of  the  sale,  are  paid  first  to  the  lessor  to  the 
extent  necessary  to  permit  it  to  recover  its  remaining 
unreimbursed  costs  relating  to  the  acquisition  of  the 
vehicle  (which  amount  is  calculated  in  a  manner  so  that 
it  will  always  be  sufficient  to  repay  the  outstanding 
balance  of  the  loan  amount  borrowed  by  the  lessor  to 
finance  the  purchase  of  the  vehicle).  If  the  sale  pro¬ 
ceeds  are  not  sufficient  to  pay  such  amount  to  the 
lessor  in  full,  then  the  lessee  is  liable  for  any  deficiency 
and  must  pay  it  immediately  to  the  lessor. 

Some  leases  may  include  special  provisions  nego¬ 
tiated  between  the  lessor  and  the  lessee.  For  example, 
you  enclose  one  sample  which  assures  the  lessee  of  a 
minimum  realization  of  net  proceeds  upon  the  sur¬ 
render  and  sale  of  a  leased  vehicle.  The  lessor  essen- 
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tially  guarantees  to  the  lessee  that  the  net  proceeds 
realized  from  any  sale  shall  be  equal  to  20  percent  of 
the  fair  value  of  the  vehicle  at  the  beginning  of  the  initial 
12  month  period  of  the  lease  and  30  percent  of  the  fair 
value  at  the  beginning  of  each  subsequent  12  month 
period. 

Each  loan  to  be  made  by  the  bank  to  the  lessor  would 
relate  directly  to  the  acquisition  costs  for  vehicles  in¬ 
cluded  in  a  specific  schedule  to  a  lease.  The  loan 
would  be  made  for  a  fixed  term  and  at  a  fixed  rate; 
monthly  payments  of  principal  and  interest  would  be 
required  to  fully  amortize  the  loan  over  its  term.  The 
monthly  payments  on  the  loan  would  be  less  than  the 
rent  payments  called  for  in  the  schedule.  Prior  to  mak¬ 
ing  any  such  loan  the  bank  would  make  its  own  inde¬ 
pendent  determination  as  to  the  creditworthiness  of  the 
lessee.  The  loan  would  then  be  made  without  recourse 
to  the  lessor,  and  it  would  be  secured  solely  by  a 
security  interest  in  the  lease  schedule  to  which  it  relates 
and  in  the  vehicles  which  are  covered  by  the  schedule. 
The  lessee  would  be  notified  and  required  to  make  all 
rental  payments  with  respect  to  such  schedule  directly 
to  the  bank  so  long  as  the  loan  remains  outstanding. 

Notwithstanding  that  the  lessor  will  have  no  personal 
liability  for  repayment  of  the  loan,  the  lessor  would 
remain  responsible  for  the  performance  of  all  its  ob¬ 
ligations  as  lessor  under  the  lease.  Those  obligations 
consist  primarily  of  the  responsibility  to  resell  a  leased 
vehicle  upon  termination  of  its  lease  term  and  the 
determination  of  and  accounting  for  any  deficiency  or 
surplus  due  from  or  to  the  lessee.  The  lessor  would 
indemnify  and  hold  harmless  the  bank  with  respect  to 
the  lessor's  performance  of  its  obligations  under  the 
lease,  and  in  any  event  section  1 5  of  the  lease  sets  forth 
a  waiver  by  the  lessee  of  any  claims  or  defenses  as 
against  an  assignee  of  the  lease. 

Legal  analysis 

You  seek  confirmation  of  your  conclusion  that  the  pro¬ 
posed  financing  arrangement  discussed  above  is  cov¬ 
ered  by  the  OCC's  interpretive  letter  on  lease-note 
financing,  dated  December  5,  1974,  published  in 
[Transfer  Binder  1973-78]  Fed  Banking  L.  Rep.  (CCH) 
f  97,003,  as  amplified  and  clarified  by  Interpretive 
Letter  No.  287,  April  19,  1984  [Transfer  Binder 
1983-84]  Fed.  Banking  L.  Rep.  (CCH)  H  85,451,  and 
particularly  Interpretive  Letter  No.  327,  March  15,  1985 
[Transfer  Binder  1985-86]  Fed  Banking  L.  Rep.  (CCH) 
r  85,497  The  original  interpretation  dated  December 
5,  1974,  essentially  concluded  that  national  banks 
lending  to  United  States  Leasing  Corporation  (USLC), 
under  the  facts  stated,  could  consider  that  their  12 
USC  84  lending  limits  applied  not  to  USLC  but  in¬ 
stead  to  the  underlying,  individual  lessees. 


The  1985  Interpretive  Letter  No.  327,  supra ,  distilled 
and  summarized  the  elements  required  before  a  lessor 
receiving  funds  from  a  lending  bank  to  purchase 
equipment  for  lease  will  not  be  treated  as  a  borrower 
under  12  U.S.C.  84: 

The  elements  required  in  lease-note  financing 
under  this  narrow  exception  (i.e.,  the  USLC  Let¬ 
ter)  are: 

(1)  the  note  is  without  recourse  to  the  lessor; 

(2)  the  lessor  assigns  all  of  its  rights  under  the 
lease  to  the  bank; 

(3)  the  bank  makes  an  independent  credit  judg¬ 
ment  of  the  lessee; 

(4)  the  lessee  makes  its  lease  payments  directly 
to  the  bank; 

(5)  the  lease  payments  are  sufficient  to  satisfy  the 
loan;  and 

(6)  in  the  event  of  default,  the  bank  has  immediate 
recourse  against  the  property  and  the  lessee  for 
any  deficiency. 

In  the  facts  you  presented,  these  six  elements  appear 
to  be  satisfied.  There  is  no  recourse  to  the  lessor  in  the 
event  of  a  lessee  default.  The  monthly  lease  payments 
are  set  to  be  sufficient  to  fully  amortize  the  loan  over  its 
stated  term. 

In  the  event  that  the  lessee  elects  to  terminate  the  lease 
as  to  a  specific  vehicle  prior  to  the  maturity  date  of  the 
loan  relating  thereto,  the  vehicle  must  be  returned  to 
the  lessor  which  immediately  sells  it.  If  the  sale  does  not 
produce  a  certain  amount  called  for  in  the  lease  and 
which  is  to  be  at  least  sufficient  to  repay  the  loan 
attributable  to  such  vehicle,  the  lessee  is  liable  for 
payment  of  any  deficiency.  In  no  event  is  the  bank 
limited  merely  to  the  salvage  value  of  the  vehicle  for 
repayment  of  the  balance  of  its  loan,  see  Interpretive 
Letter  No.  327,  supra ,  at  77,758. 

The  aspect  of  the  program  which  requires  some  ad¬ 
ditional  discussion  involves  those  leases  which  would 
assure  the  lessee  a  minimum  realization  upon  the  sale 
of  a  vehicle.  You  indicate  that  although  a  minimum 
realization  upon  the  sale  of  a  vehicle  would  appear  to 
limit  the  lessees’s  liability  under  certain  circumstances, 
the  assured  realization  is  set  very  low  in  relation  to  the 
depreciated  fair  value  of  the  vehicle,  and  it  is  unlikely 
that  the  amount  realized  would  be  less  than  the  mini¬ 
mum  If  the  amount  realized  is  less  than  the  assured 
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minimum,  the  lessor  would  remain  responsible  for  the 
shortfall  under  its  indemnity  agreement  to  the  bank. 

In  my  opinion,  even  in  the  case  of  leases  which  will 
guarantee  to  the  lessee  a  minimum  realization  upon 
sale,  and  which  are  accompanied  by  the  lessor’s 
agreement  to  indemnify  the  bank  for  any  shortfall,  the 
lease  financing  need  not  be  treated  as  a  loan  to  the 
lessor  as  well  as  to  the  lessee.  From  our  telephone 
conversation  I  understand  that  the  sale  guarantee  pro¬ 
vision  is  based  on  an  accounting  need  of  the  lessees. 
There  is  no  meaningful  possibility  that  the  minimum 
sale  price  will  not  be  realized  in  each  instance,  i.e.,  the 
economic  reality  of  the  situation  is  that  the  lessor  will  not 
have  to  make  up  any  shortfall  to  the  bank.  Indeed,  your 
client  is  willing  to  forego  recourse  to  the  lessor  under 
this  provision  if  that  is  necessary  for  the  lending  limit 
analysis.  Moreover,  even  the  theoretical  possibility  of 
recourse  which  exists  here  is  not  recourse  triggered  by 
a  lessee’s  default.  The  bank  is  relying  on  the  credit- 
worthiness  of  each  of  the  lessees,  not  on  the  lessor.  I  do 
not  think  this  type  of  recourse  provision  is  one  that 
undermines  the  lending  limit  analysis  first  set  forth  in 
the  1974  USLC  letter.  The  lessor  can  truly  be  “viewed 
merely  as  a  nominal  lessor  and  servicer  of  the  lease 
who  acts  on  behalf  ofthe  bank”,  seeCCH  Fed.  Banking 
L.  Rep.,  supra  f  97,003,  at  82,257. 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

★  ★  ★ 

533  —  October  5,  1 990 

This  is  in  response  to  your  letter  to  Peter  Liebesman, 
referred  to  me  for  reply,  concerning  OCC  precedent  on 
the  conduct  of  business  on  bank  premises  by  un¬ 
affiliated  tenants. 

Your  client,  *  *  *  (company),  wishes  to  conduct  securi¬ 
ties  brokerage  on  the  premises  of  banks,  com¬ 
pensating  said  banks  with  a  percentage  of  the  gross 
commissions  generated  by  the  business.  Annuities 
issued  by  independent  insurance  companies  will  also 
be  available  through  the  company.  The  brokerage 
activity  will  be  conducted  exclusively  by  the  company's 
employees  on  bank  premises,  and  customers  will  be 
clearly  informed  that  the  company  and  bank  are  sep¬ 
arate  businesses,  that  the  company's  brokered  in¬ 
vestments  are  not  obligations  of  the  bank  and  are  not 
FDIC-insured,  etc. 


Bank  personnel  from  time  to  time  will  distribute  litera¬ 
ture  regarding  the  company's  services,  facilitate  the 
introduction  of  potential  customers  to  the  company's 
employees,  and  provide  administrative  support  such 
as  secretarial,  telephone,  and  copying  services.  How¬ 
ever,  bank  employees  will  not  participate  in  any  of  the 
sales  or  securities  brokerage  activity. 

You  have  referred  to  Interpretive  Letter  No.  274,  De¬ 
cember  2,  1983  [1983-84  Transfer  Binder]  Fed.  Bank¬ 
ing  L.  Rep.  (CCH)  H  85,438,  which  discussed  per¬ 
centage  leasing  wherein  an  unaffiliated  tenant  makes 
its  services  or  products  available,  through  its  own 
employees,  on  bank  premises.  Essentially,  that  letter 
required  that  there  be  no  confusion  about  the  sep¬ 
arateness  of  the  bank  and  its  tenant,  in  customers’ 
minds,  and  that  the  arrangement  be  structured  in  such 
a  way  that  the  bank  and  its  tenant  would  not  be  en¬ 
gaged  in  a  partnership.  In  such  a  situation,  lease  terms 
involving  bank  receipt  of  a  percentage  of  income  gen¬ 
erated  by  the  tenant  are  permissible.  I  agree  with  your 
conclusion  that  Interpretive  Letter  No.  274,  supra ,  en¬ 
compasses  percentage  leasing  arrangements  of  the 
type  contemplated  by  your  client. 

You  also  indicate  that  although  the  company’s  program 
will  not  normally  utilize  dual  employees  in  the  delivery  of 
products  or  services  on  bank  premises,  it  may  in  some 
cases  do  so  if  a  bank  wishes.  Interpretive  Letters  No. 
406  through  408,  [Transfer  Binder  1988-89]  Fed.  Bank¬ 
ing  L.  Rep.  (CCH)  H  85,630  through  U  85,632  describe 
permissible  dual  employee  arrangements  wherein  se¬ 
curities  brokerage  is  being  performed  on  bank  pre¬ 
mises  by  bank  employees  on  behalf  of  an  unaffiliated 
tenant.  Your  client’s  program  is  in  harmony  with  these 
precedents. 

Because  the  OCC  has  recently  been  sued  in  con¬ 
nection  with  its  approval  of  brokerage  of  annuities  by 
national  banks,  I  will  not  comment  on  the  annuities 
aspect  of  your  client's  proposal  in  the  context  of  a  dual 
employee  relationship.  Certainly  the  company  can 
broker  the  annuities  through  its  own  employees,  on 
bank  premises,  within  the  framework  described  in  In¬ 
terpretive  Letter  No.  274,  supra.  And  the  company  can 
do  securities  brokerage  ori  bank  premises,  either 
through  its  own  employees  or  bank  employees,  see 
Interpretive  Letters  No.  406  through  408,  supra. 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 
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534  —  October  18,  1990 

This  is  in  response  to  your  inquiry  with  regard  to 
whether  national  banks  may  provide  asset  manage¬ 
ment  services  to  the  Resolution  Trust  Corporation 
(RTC)  in  its  capacity  as  receiver  for  failed  thrift  insti¬ 
tutions  I  have  concluded,  based  on  a  review  of  corre¬ 
spondent  banking  activities  that  national  banks  have  in 
the  past  been  permitted  to  provide  to  other  financial 
institutions,  coupled  with  RTC's  status  as  receiver  of 
failed  thrifts,  and  provisions  of  the  Financial  Institutions 
Reform,  Recovery  and  Enforcement  Act  (FIRREA) 
which  specifically  contemplate  that  the  RTC  may  enter 
into  contracts  with  insured  depository  institutions  which 
are  necessary  or  appropriate  to  carry  out  its  respon¬ 
sibilities  and  that  the  RTC  shall  utilize  the  services  of  the 
private  sector  with  regard  to,  among  other  things,  asset 
management1  that  such  services,  as  a  general  matter, 
may  permissibly  be  provided  by  national  banks  to 
assist  the  RTC  in  disposing  of  assets  in  a  timely  manner 
in  order  to  recover  costs. 

The  question  that  you  posed  involves  supervisory  as 
well  as  legal  issues.  Consequently,  following  dis¬ 
cussions  with  personnel  from  the  OCC’s  Office  of  the 
Chief  National  Bank  Examiner  and  Bank  Organization 
and  Structure,  two  supervisory  concerns  have  been 
raised: 

1.  While  legally  permissible,  asset  management  ac¬ 
tivities  are  not  an  appropriate  activity  for  all  national 
banks  due  to  the  considerable  expertise  needed  to 
perform  this  activity  in  a  safe  and  sound  manner.  In 
addition,  banks  servicing  such  assets  also  need  to 
protect  against  conflicts  of  interest  that  may  arise  in 
connection  with  loan  applications  by  persons  or  enti¬ 
ties  seeking  to  purchase  assets  being  serviced  by  the 
bank  or  its  operating  subsidiary.  Thus,  consideration 
should  be  given  by  the  RTC  to  working  with  the  OCC  to 
be  certain  that  national  banks  and  national  bank  oper¬ 
ating  subsidiaries  that  are  unqualified  to  provide  such 
services  are  not  awarded  asset  management  con¬ 
tracts. 

2  Despite  the  substantial  indemnities  provided  by  the 
RTC  in  its  standard  asset  management  contracts,  we 
are  concerned  that  there  may  be  potential  environ¬ 
mental  liability  under  the  Comprehensive  Environ¬ 
mental  Response  Compensation  and  Liability  Act  other 
than  any  liability  that  the  servicer  may  incur  as  a  result 


'  See  1 2  U  S  C  1441  a(b)(  1 1  )(A)(t),  (li) 


of  its  own  gross  negligence,  willful  misconduct  or 
breach  of  fiduciary  duty.  Thus,  consideration  should  be 
given  as  to  whether  additional  indemnifications  are 
appropriate  to  protect  the  servicer. 

Paul  Allan  Schott 
Chief  Counsel 


535  —  September  24,  1990 

Your  inquiry  to  Billy  L.  Dowdle,  concerning  advisory 
directors  and  1 2  CFR  9.12,  has  been  referred  to  me  for 
reply. 

The  bank  retains  in  its  various  city  markets  “local 
boards  of  directors,”  consisting  of  persons  who  act  in  a 
consulting  and  advisory  capacity  within  the  bank  and 
help  to  develop  new  business  for  it.  You  are  con¬ 
sidering  the  addition  of  a  man  in  Mobile  who  has  long 
been  an  important  customer  of  the  bank.  His  timber 
and  land  management  company  currently  performs 
duties  for  various  trusts  under  the  direction  of  your 
foresters,  and  he  occasionally  buys  timber  from  trusts 
managed  by  the  bank  when  it  is  offered  for  sale.  The 
bank  wishes  to  add  the  individual  to  its  local  board  and 
to  continue  doing  business  with  him  and  his  com¬ 
panies. 

The  OCC’s  position  on  advisory  directors  and  the  self¬ 
dealing  provisions  of  the  trust  regulation,  1 2  CFR  9. 1 2, 
is  set  forth  in  Trust  Precedent  and  Opinion  No.  9.3410. 

The  OCC  presumes  that  an  advisory  director  or 
the  immediate  family  of  a  director  of  the  bank  are 
such  individuals  “with  whom  there  exists  such  a 
connection  ....  as  might  affect  the  exercise  of 
the  best  judgment  of  the  bank  in  acquiring  prop¬ 
erty,"  within  the  meaning  of  12  CFR  9.12(a),  and 
therefore,  no  investments  should  be  made  in  a 
director’s  family-related  concerns  unless  author¬ 
ized  by  the  governing  instrument,  court  order  or 
local  law. 

Even  though  an  honorary  or  advisory  director  does  not 
participate  formally  in  a  bank's  decision-making  pro¬ 
cess,  the  presumption  is  that  at  least  potentially  or  in 
some  situations  the  person  may  occupy  a  position  of 
influence  within  the  bank  being  advised  Although  the 
opinion  quoted  above  addressed  only  1 2  CFR  9. 1 2(a), 
the  portion  dealing  with  investments  in  or  acquisitions 
of  property  from  bank-related  personnel,  the  rationale 
is  equally  applicable  to  sales  or  transfers  of  trust  assets 
to  such  personnel  covered  by  12  CFR  9.12(b). 
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Of  course,  12  CFR  9.12  does  not  prohibit  all  trust 
transactions  with  bank-related  personnel.  It  merely 
requires  that  such  transactions,  in  addition  to  being  fair 
and  prudent  from  the  point  of  view  of  the  trust  being 
administered,  be  authorized  by  the  governing  trust 
instrument,  a  court  order,  or  local  law.  You  might  wish  to 
review  your  trust  instruments  and  consult  the  law  of 
your  state  to  determine  to  what  extent,  if  any,  the  bank 


might  continue  to  do  business  with  the  individual  in 
question  even  after  he  is  appointed  to  an  honorary 
board. 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

★  ★  ★ 
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Mergers  —  October  1  to  December  31,  1990 


Mergers  consummated  involving  two  or  more  operating  banks. 


Page 

Alabama 

December  17.  1990 

Southtrust  Bank  of  Dothan  National  Association 
Dothan.  Alabama  and 

Wiregrass  Bank  &  Trust  Company  Headland  Alabama 
Merger  .  103 

Arkansas 

October  31  1990 

Union  National  Bank  of  Arkansas  Little  Rock 
Arkansas  and 

Union  National  Bank  of  Arkansas  Jacksonville 
Arkansas 

Merger  .  103 

California 

November  15  1990 

Security  Pacific  National  Bank  Los  Angeles  California 
and 

Santa  Clarita  National  Bank  Santa  Clarita  California 


Merger  .  103 

December  28  1990 

Mineral  King  National  Bank  Visalia  California  and 

Citizens  National  Bank  Hanford  California 

Merger  .  103 


Colorado 

December  6  1990 

City  Center  National  Bank  Aurora  Colorado  and 
Douglas  County  National  Bank  Parker  Colorado 
Merger  .  103 


Connecticut 

November  3  1990 

The  Connecticut  National  Bank  Hartford  Connecticut 
and 

Chester  Bank.  Chester  Connecticut  and 

The  Seymour  Trust  Company  Sevmour  Connecticut 

Merger  .  104 

December  15  1990 

The  Connecticut  National  Bank.  Hartford  Connecticut 
and 

State  Savings  Bank  National  Association  Southington 
Connecticut 

Merger  .  104 


Florida 

December  28  1990 

Safrabank  II  National  Association  Pompano  Beach 
Florida  and 

Safrabank  Miami  Florida 

Merger  .  104 

Illinois 

October  1  1990 

First  of  America  Bank-Dekalb  National  Association 
Dekalb  Illinois  and 

First  of  America  Bank-Ottawa  Ottawa  Illinois 

Merger .  !04 


Page 

October  1.  1990 

First  of  America  Bank-Quad  Cities  National 
Association  Morrison,  Illinois  and 

First  of  America  Bank-Quad  Cities  National 
Association  Rock  Island  Illinois 

Merger .  104 

October  1 .  1 990 

Exchange  National  Bank  of  Chicago  Chicago  Illinois 
and 

LaSalle  National  Bank.  Chicago  Illinois 

Merger  .  104 

October  31  1990 

Old  Kent  Bank.  National  Association  Elmhurst  Illinois 
and 

Old  Kent  Bank  Wheaton.  Illinois  and 

Old  Kent  Bank-St  Charles  National  Association  St 
Charles  Illinois 

Merger  .  105 

November  2.  1990 

First  Midwest  Bank  Plainfield  National  Association 
Plainfield  Illinois  and 

First  Midwest  Bank  Illinois  National  Association  Joliet 
Illinois 

Merger .  105 

Indiana 

December  13  1990 

Old  National  Bank  in  Evansville  Evansville  Indiana 


and 

Warrick  National  Bank  Boonville  Indiana 

Merger  .  105 

December  31  1990 

First  National  Bank.  Kokomo  Indiana  and 

Farmers  Loan  and  Trust  Company  Tipton  Indiana 

Merger  .  106 


Iowa 

December  14  1990 

First  Interstate  Bank  of  Iowa-Northwest  National 
Association  Estherville  Iowa  and 
First  Interstate  Bank  of  Spencer  National  Association 
Sepencer.  Iowa 

Merger .  106 

December  31  1990 

The  National  Bank  of  Waterloo  Waterloo  Iowa  and 

Midway  Bank  &  Trust  Cedar  Falls  Iowa 

Merger .  106 


Kansas 

December  5  1990 

Emprise  Bank  National  Association  Hutchinson 
Kansas  and 

The  Farmers  State  Bank  Lmdsburg  Kansas 
Merger  106 

December  21  1990 

Emprise  Bank.  National  Association  Hutchinson 
Kansas  and 

First  National  Bank  Garden  City  Kansas 


Merger  .  106 

December  28  1990 

The  First  National  Bank  of  Giasco  Giasco  Kansas  and 

First  Bank  &  Trust  Concordia  Kansas 

Merger  107 
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Massachusetts 

October  19.  1990 

Shawmut  Bank.  National  Association,  Boston, 

Massachusetts,  and 

Shawmut  Bank  of  Hampshire  County,  National 
Association,  Amherst,  Massachusetts,  and 
Shawmut  Bank  of  Franklin  County,  Greenfield, 

Massachusetts,  and 

Shawmut  First  Bank  and  Trust  Company,  Springfield, 
Massachusetts 

Merger  .  107 

October  29,  1990 

Bank  of  New  England,  National  Association,  Boston 
Massachusetts,  and 

Bank  of  New  England-West,  National  Association, 

Springfield,  Massachusetts 

Merger  .  107 

November  9.  1990: 

Shawmut  Bank,  National  Association,  Boston, 

Massachusetts,  and 

Shawmut  Arlington  Trust  Company,  Lawrence, 

Massachusetts 

Merger  .  107 

November  9,  1990 

Shawmut  Bank,  National  Association,  Boston, 

Massachusetts,  and 

Shawmut  Worcester  County  Bank,  National  Association, 
Worcester,  Massachusetts 

Merger  .  107 

December  31,  1990 

Bank  of  New  England,  National  Association,  Boston, 
Massachusetts,  and 

Bank  of  New  England-Old  Colony,  National 
Association,  Fall  River,  Massachusetts 
Merger  .  107 

Michigan 

October  1,  1990 

First  of  America  Bank-Mid  Michigan,  National 
Association,  Bay  City,  Michigan,  and 
First  America  Bank-Mt  Pleasant,  Mount  Pleasant, 

Michigan 

Merger  .  108 

October  31,  1990: 

National  Bank  of  Detroit,  Detroit,  Michigan,  and 
NBD  Petoskey,  National  Association,  Petoskey, 

Michigan,  and 

NBD  Northwest  Bank,  National  Association,  Traverse 
City,  Michigan,  and 

NBD  Battle  Creek,  National  Association,  Battle  Creek, 
Michigan,  and 

NBD  F&M  Bank,  National  Association,  Benton  Harbor, 
Michigan,  and 

NBD  Cadillac  Bank,  Cadillac,  Michigan,  and 
NBD  Monroe  County  Bank,  Dundee,  Michigan,  and 
NBD  Kalamazoo,  Kalamazoo,  Michigan,  and 
NBD  Grand  Haven,  Grand  Haven,  Michigan,  and 
NBD  Grand  Rapids,  National  Association,  Grand 
Rapids,  Michigan 

Merger  .  108 

December  1,  1990 

First  of  America  Bank-Mid  Michigan,  National 
Association,  Bay  City,  Michigan,  and 
First  of  America  Bank-Oscoda,  Oscoda,  Michigan 
Merger  108 

Minnesota 

November  30  1990 

Stearns  County  National  Bank  of  Albany,  Albany, 

Minnesota,  and 

Boundary  Waters  State  Bank,  Ely,  Minnesota 

Merger  108 


December  14,  1990 

Norwest  Bank  Minnesota,  National  Association, 

Minneapolis,  Minnesota,  and 
Norwest  National  Bank,  Minneapolis,  Minnesota 
Merger  .  108 

December  17,  1990 

The  First  National  Bank  of  Walker,  Walker,  Minnesota, 
and 

Backus  State  Bank,  Backus,  Minnesota 

Merger  .  109 

New  Jersey 

October  1,  1990: 

National  Westminster  Bank  NJ,  Jersey  City,  New 
Jersey,  and 

First  National  Bank  of  Central  Jersey,  Bridgewater,  New 
Jersey 

Merger  .  109 

North  Dakota 

October  26,  1990: 

The  Ramsey  National  Bank  and  Trust  Co  of  Devils 
Lake,  Devils  Lake,  North  Dakota,  and 
Farmers  &  Merchants  Bank  of  Sheyenne,  Sheyenne, 

North  Dakota 

Merger  .  109 

Oklahoma 

December  13,  1990: 

The  McClain  County  National  Bank  of  Purcell,  Purcell, 
Oklahoma,  and 

First  State  Bank,  Lexington,  Oklahoma 

Merger  .  109 

Pennsylvania 

October  1 ,  1990 

First  Pennsylvania  Bank,  Bala  Cynwyd,  Pennsylvania, 
and 

The  Philadelphia  National  Bank,  Ardmore,  Pennsylvania 
Merger  .  109 

Tennessee 

October  25,  1990: 

First  Tennessee  Bank,  National  Association,  Memphis, 
Tennessee,  and 

First  National  Bank  of  Jackson,  Jackson,  Tennessee 
Merger  .  109 

December  7,  1990: 

Third  National  Bank  in  Knoxville,  Knoxville,  Tennessee, 
and 

Third  National  Bank  in  Anderson  County,  Lake  City, 
Tennessee,  and 

Third  National  Bank  in  Hamblen  County,  Morristown, 
Tennessee,  and 

Third  National  Bank  in  Loudon  County,  Lenoir  City, 

Tennessee,  and 

Third  National  Bank  in  Sevier  County,  Sevierville, 

Tennessee 

Merger  .  1 10 

December  7,  1990 

Third  National  Bank  in  Nashville,  Nashville,  Tennessee, 
and 

The  Peoples  Bank,  Lebanon,  Tennessee 

Merger  .  1 10 

Texas 

October  4,  1990 

National  Commerce  Bank,  Houston,  Texas,  and 
Woodway  Bank  &  Trust,  National  Association,  Houston, 

Texas 

Merger  110 
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October  11,  1990: 

The  First  National  Bank  of  Lampasas,  Lampasas,  Texas 
United  Peoples,  Bank,  Lampasas,  Texas 

Merger  .  110 

October  26,  1990: 

Lockwood  National  Bank  of  Houston,  Houston,  Texas, 
and 

First  Texas  Bank,  Houston,  Texas 

Merger  .  110 

November  29,  1990: 

Bank  One,  Texas,  National  Association,  Dallas,  Texas, 
and 

Bank  of  Arlington,  Arlington,  Texas 

Merger  .  110 

December  7,  1990: 

U  S  Trust  Company  of  Texas,  National  Association, 

Rowlett,  Texas,  and 

First  National  Bank  of  Rowlett,  Rowlett,  Texas 

Merger  .  Ill 

December  10,  1990: 

The  First  National  Bank  of  Canadian,  Canadian,  Texas, 
and 

First  National  Bank  in  Higgins,  Higgins,  Texas 


Merger  .  Ill 

December  1 1 ,  1990: 

Western  National  Bank,  Odessa,  Texas,  and 
First  National  Bank  of  Kermit,  Kermit,  Texas 

Merger  .  Ill 

December  14,  1990: 


First  National  Bank  of  Hughes  Springs,  Hughes 
Springs,  Texas,  and 

The  State  Bank  of  Omaha,  Texas,  Omaha,  Texas 

Merger .  Ill 

Utah 

November  9,  1990: 

First  Security  Bank  of  Utah,  National  Association, 

Ogden,  Utah,  and 

Deseret  Bank,  Pleasant  Grove,  Utah 

Merger  .  Ill 

Virginia 

December  28,  1990: 

Dominion  Bank,  National  Association,  Roanoke, 

Virginia,  and 

Dominion  Bank  of  Richmond,  National  Association, 

Richmond,  Virginia 

Merger  .  112 


December  31,  1990: 

Dominion  Bank,  National  Association,  Roanoke, 

Virginia,  and 

Dominion  Bank  of  Northern  Virginia,  National 
Association,  McLean,  Virginia 

Merger .  112 

Washington 

November  30,  1990: 

Puget  Sound  National  Bank,  Tacoma,  Washington,  and 
The  First  National  Bank  of  Enumclaw,  Enumclaw. 

Washington 

Merger  .  112 

West  Virginia 

October  19,  1990: 

The  National  Bank  of  Commerce  of  Charleston, 

Charleston,  West  Virginia,  and 
The  National  Bank  of  Commerce  of  South  Charleston, 

South  Charleston,  West  Virginia 
Merger  .  113 

October  26,  1990 

The  National  Bank  of  Commerce  of  Charleston, 

Charleston,  West  Virginia,  and 
The  National  Bank  of  Commerce,  Nitro,  West  Virginia 
Merger  .  113 

Wisconsin 

November  1 ,  1990: 

First  Wisconsin  National  Bank  of  Milwaukee,  Milwaukee, 
Wisconsin,  and 

First  Wisconsin  Northwestern  National  Bank  of 
Milwaukee,  Milwaukee,  Wisconsin 
Merger .  1 13 

December  31 ,  1990: 

The  First  National  Bank  of  Hudson,  Hudson,  Wisconsin, 
and 

Hammond  State  Bank,  Hammond,  Wisconsin 

Merger  .  113 
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Arkansas 

October  26,  1 990 

Worthen  Bank  &  Trust  Company,  National  Association, 

Little  Rock,  Arkansas,  and 
First  State  Savings  Bank,  A  Federal  Savings  Bank, 

Mountain  Home,  Arkansas 


Merger  .  113 

November  2,  1990 

First  National  Bank,  Siloam  Springs,  Arkansas,  and 
First  Federal  Savings  and  Loan,  Fayetteville,  Arkansas 
Merger  .  113 


November  2,  1990: 

First  National  Bank  and  Trust  Company,  Rogers, 

Arkansas,  and 

First  Federal  Savings  and  Loan  of  Fayetteville  (Eureka 
Springs  and  Rogers  Branch),  Fayetteville, 

Arkansas 

Merger  .  114 

December  7,  1990: 

First  National  Bank  of  Siloam  Springs,  Siloam  Springs, 
Arkansas,  and 

First  American  Federal  Savings  Bank  (Siloam  Springs 
Branch),  Fort  Smith,  Arkansas 

Merger  .  114 

December  7,  1990: 

Simmons  First  National  Bank,  Pine  Bluff,  Arkansas,  and 

First  American  Federal  Savings  Bank,  Fort  Smith,  Fort 
Smith,  Arkansas 

Merger  .  114 

December  7,  1990: 

First  National  Bank  of  Russellville,  Russellville, 

Arkansas,  and 

First  American  Federal  Savings  Bank  (Russellville 
Branch),  Fort  Smith,  Arkansas 

Merger  .  114 

California 

November  16,  1990: 

Bank  of  America,  N  T.  &  S.A.,  San  Francisco, 

California,  and 

Southwest  Federal  Savings  Association,  Los  Angeles, 
California 

Merger  .  114 

December  7,  1990: 

Far  East  National  Bank,  Los  Angeles,  California,  and 

Charter  Savings  Bank,  F  S  B.,  Newport  Beach, 

California 

Merger  .  114 

Illinois 

October  26,  1990 

Marquette  National  Bank,  Chicago,  Illinois,  and 

Summit  First  Federal  Savings  and  Loan  Association, 

Summit,  Illinois 

Merger  .  115 

November  2,  1990 

First  Midwest  Bank/Western  Illinois,  National 
Association,  Moline,  Illinois,  and 

Community  Federal  Savings  Bank,  East  Moline,  Illinois 

Merger  115 

November  9,  1990 

First  National  Bank/Western  Illinois,  National 
Association,  Plainfield,  Illinois,  and 

Home  Savings,  a  Federal  Savings  &  Loan  Association, 

Joliet,  Illinois 

Merger  .  115 

November  30,  1990 

Old  Kent  Bank,  National  Association,  Elmhurst,  Illinois, 
and 

St  Charles  Federal  Savings  and  Loan.  St  Charles, 

Illinois 

Merger  115 
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November  30,  1990: 

UMB  First  National  Bank,  Collinsville,  Illinois,  and 
Midwest  Home  Federal  Savings  Bank,  Belleville,  Illinois 
Merger  .  115 


Indiana 

December  14,  1990: 

The  Bright  National  Bank,  Flora,  Indiana,  and 

Bright  Savings  Bank,  F  S  B.,  Flora,  Indiana 

Merger  .  115 


Kansas 

November  9,  1990: 

Union  National  Bank  of  Wichita,  Wichita,  Kansas,  and 
Valley  Federal  Savings  &  Loan  Association, 

Hutchinson,  Kansas 

Merger  .  116 

November  9,  1990: 

First  National  Bank  and  Trust  Company  in  Dodge  City, 

Dodge  City,  Kansas,  and 
Valley  Federal  Savings  &  Loan  Association, 

Hutchinson,  Kansas 

Merger  .  1 16 

December  14,  1990: 

Emprise  Bank,  National  Association,  Hutchinson, 

Kansas,  and 

First  Federal  Savings  Bank  of  Kansas,  Wellington, 

Kansas 

Merger  .  1 16 


Minnesota 

October  5,  1990: 

Marquette  Bank  Minneapolis,  National  Association, 
Minneapolis,  Minnesota,  and 

Midwest  Federal  Savings  and  Loan  Association, 

Minneapolis,  Minnesota 

Merger  .  1 1 6 

October  5,  1990: 

Marquette  Bank  Minneapolis,  National  Association, 
Minneapolis,  Minnesota,  and 

Midwest  Federal  Savings  and  Loan  Association, 

Minneapolis,  Minnesota 

Merger  .  1 1 6 

October  5,  1990: 

First  National  Bank  of  North  Pine  County,  Sandstone, 
Minnesota,  and 

Midwest  Federal  Savings  and  Loan  Association, 

Minneapolis,  Minnesota 

Merger  .  1 1 6 

October  5,  1990: 

American  National  Bank  and  Trust  Company,  St  Paul, 
Minnesota,  and 

Midwest  Federal  Savings  and  Loan  Association, 

Minneapolis,  Minnesota 

Merger .  1 1 6 

October  5,  1990 

The  Pioneer  National  Bank  of  Duluth.  Duluth, 

Minnesota,  and 

Midwest  Federal  Savings  and  Loan  Association, 

Minneapolis,  Minnesota 

Merger  .  1 1 6 

October  5,  1990 

Community  National  Bank,  Northfield,  Minnesota,  and 

Midwest  Federal  Savings  and  Loan  Association, 

Minneapolis,  Minnesota 

Merger .  1 1 7 
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Missouri 

November  9,  1990: 

The  First  National  Bank  of  Sikeston,  Sikeston,  Missouri, 
and 

Colonial  Savings  and  Loan  Association,  FA,  Cape 
Girardeau,  Missouri 

Merger  .  117 

December  14,  1990: 

The  Boatmen's  National  Bank  of  St.  Louis,  St.  Louis, 

Missouri,  and 

Community  Federal  Savings  and  Loan  Association,  St 
Louis,  Missouri 

Merger  .  117 

Nebraska 

November  16,  1990: 

Firstier  Bank,  National  Association,  Omaha,  Nebraska 
and 

Equitable  Federal  Savings  Bank,  Freemont,  Nebraska 

Merger .  117 

November  30,  1990: 

The  First  National  Bank  of  Osceola,  Osceola, 

Nebraska,  and 

Heritage  Federal  Savings  Bank,  Omaha,  Nebraska 

Merger .  117 

November  30,  1990: 

American  National  Bank,  Omaha,  Nebraska,  and 

Heritage  Federal  Savings  Bank  of  Omaha,  Omaha, 

Nebraska 

Merger  .  118 

November  30,  1990: 

American  National  Bank  of  Sarpy  County,  Papillion, 

Nebraska,  and 

Heritage  Federal  Savings  Bank  of  Omaha,  Omaha, 

Nebraska 

Merger  .  118 


November  30,  1990: 

First  National  Bank,  Schuyler,  Nebraska,  and 
Heritage  Federal  Savings  Bank  of  Omaha,  Omaha, 

Nebraska 

Merger .  118 

Oklahoma 

October  5,  1990: 

The  Shattuck  National  Bank,  Shattuck,  Oklahoma,  and 
Midwest  Savings  Association,  FA,  Shattuck  (Oklahoma 
Branch),  Minneapolis,  Minnesota 
Merger  .  1 19 

October  5,  1990: 

First  National  Bank  of  Antlers,  Antlers,  Oklahoma,  and 
Midwest  Savings  Association,  F.A.,  Atoka  (Oklahoma 
Branch),  Minneapolis,  Minnesota 
Merger .  119 

October  5,  1990: 

First  National  Bank  in  Hobart,  Hobart,  Oklahoma,  and 
Midwest  Savings  Association,  FA,  Anadarko 
(Oklahoma  Branch),  Minneapolis,  Minnesota 
Merger  .  119 

December  14,  1990: 

Weststar  Bank,  A  National  Association,  Bartlesville, 

Oklahoma,  and 

Peoples  Federal  Savings  Association,  Bartlesville, 

Oklahoma 

Merger  .  119 

Utah 

December  15,  1990: 

First  Security  Bank  of  Utah,  National  Association, 

Ogden,  Utah,  and 

Pacific  First  Bank,  A  Federal  Savings  Bank  (Utah 
Branches),  Tacoma,  Washington 
Merger  .  119 
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A  number  of  transactions  in  this  section  do  not  have  an  accompanying  decision.  In  those  cases,  the  OCC  reviewed 
the  competitive  effects  of  the  proposals  by  using  its  siandara  procedures  for  determining  whether  the  transaction 
has  minimal  or  no  adverse  competitive  effects  The  OCC  found  the  proposals  satisfied  its  criteria  for  transactions  that 
clearly  had  no  or  minimal  adverse  competitive  effects 

SOUTHTRUST  BANK  OF  DOTHAN,  NATIONAL  ASSOCIATION, 

Dothan,  Alabama  and  Wiregrass  Bank  &  Trust  Company,  Headland,  Alabama 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Southtrust  Bank  of  Dothan,  National  Association,  Dothan,  Alabama  (5249).  with 
and  Wiregrass  Bank  &  Trust  Company,  Headland,  Alabama,  with 

merged  December  17,  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

S410.275.000 

24,950.000 

435,226,000 

UNION  NATIONAL  BANK  OF  ARKANSAS, 

Little  Rock,  Arkansas,  and  Union  National  Bank  of  Arkansas,  Jacksonville,  Arkansas 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Union  National  Bank  of  Arkansas,  Little  Rock.  Arkansas  (13958),  with  . 

and  Union  National  Bank  of  Arkansas,  Jacksonville,  Arkansas  (15602),  with 

merged  October  31,  1990,  under  charter  15602  and  title  “Union  National  Bank  of  Arkansas,  Little  Rock.  Arkansas  "  The 
merged  bank  at  date  of  merger  had  . 

$  506,000 
42.000 

547,000 

SECURITY  PACIFIC  NATIONAL  BANK, 

Los  Angeles,  California,  and  Santa  Clarita  National  Bank,  Santa  Clarita,  California 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Security  Pacific  National  Bank,  Los  Angeles,  California  (2491),  with 

and  Santa  Clarita  National  Bank,  Santa  Clarita,  California  (15547),  with . 

merged  November  15,  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$57,400,000,000 

259,000.000 

57,659,000,000 

MINERAL  KING  NATIONAL  BANK, 

Visalia,  California,  and  Citizens  National  Bank,  Hanford,  California 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Mineral  King  National  Bank,  Visalia,  California  (17381),  with  . 

and  Citizens  National  Bank,  Hanford,  California  (16278),  with . 

merged  December  28,  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$83,842,000,000 

25,584,000,000 

109,426,000.000 

CITY  CENTER  NATIONAL  BANK, 

Aurora,  Colorado,  and  Douglas  County  National  Bank,  Parker,  Colorado 


Names  of  institutions  and  type  of  transaction 

Total  assets 

City  Center  National  Bank,  Aurora,  Colorado  (17584),  with  . 

and  Douglas  County  National  Bank,  Parker,  Colorado  (18701),  with 

merged  December  6,  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$16,000,000 

5,000,000 

21.000,000 

103 


THE  CONNECTICUT  NATIONAL  BANK. 

Hartford.  Connecticut,  and  Chester  Bank,  Chester,  Connecticut,  and  The  Seymour  Trust  Company,  Seymour, 
Connecticut 


Names  of  institutions  and  type  of  transaction  Total  assets 


The  Connecticut  National  Bank,  Hartford.  Connecticut  (1338),  with  $12,468,829,000 

and  Chester  Bank.  Chester,  Connecticut,  with  862,334,000 

and  The  Seymour  Trust  Company.  Seymour,  Connecticut,  with  126.670.000 

merged  November  3.  1990.  under  charter  1338  and  title  “The  Connecticut  National  Bank.'  The  merged  bank  at  date  of 
merger  had  .  $12,796,025,000 


THE  CONNECTICUT  NATIONAL  BANK. 

Hartford,  Connecticut,  and  State  Savings  Bank,  National  Association,  Southington,  Connecticut 


Names  of  institutions  and  type  of  transaction 

Total  assets 

The  Connecticut  National  Bank,  Hartford,  Connecticut  (13338),  with  $12,556,062,000 


State  Savings  Bank.  National  Association,  Southington.  Connecticut  (22316).  with  . 

merged  December  15.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

126,670,000 

13,329,767,000 

SAFRABANK  II,  NATIONAL  ASSOCIATION. 

Pompano  Beach,  Florida,  and  Safrabank,  Miami,  Florida 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Safrabank  II,  National  Association.  Pompano  Beach,  Florida  (17551).  with  . 

and  Safrabank.  Miami,  Florida,  with . 

merged  December  28.  1990,  under  charter  17551  and  title  "Safrabank.  National  Association  The  merged  bank  at  date  of 
merger  had  .  . 

$89,910,000 

204,339.000 

290,527.000 

FIRST  OF  AMERICA  BANK-DEKALB,  NATIONAL  ASSOCIATION, 
Dekalb,  Illinois,  and  First  of  America  Bank-Ottawa,  Ottawa,  Illinois 


Names  of  institutions  and  type  of  transaction 

Total  assets 

First  of  America  Bank-Dekalb,  National  Association.  Dekalb.  Illinois  (21813).  with  . 

and  First  of  America  Bank-Ottawa.  Ottawa.  Illinois,  with  . 

merged  October  1,  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$107,983,000 

36,861.000 

145,833,000 

FIRST  OF  AMERICA  BANK-QUAD  CITIES,  NATIONAL  ASSOCIATION, 

Morrison,  Illinois,  and  First  of  America  Bank-Quad  Cities,  National  Association,  Rock  Island,  Illinois 


Names  of  institutions  and  type  of  transaction 

Total  assets 

First  of  America  Bank-Quad  Cities.  National  Association,  Morrison.  Illinois  (22133).  with  . 

and  First  of  America  Bank-Quad  Cities.  National  Association,  Rock  Island.  Illinois  (14537),  with  . 

merged  October  1.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  . 

$52,074,000 

327,281,000 

379,355,000 

EXCHANGE  NATIONAL  BANK  OF  CHICAGO, 

Chicago,  Illinois,  and  LaSalle  National  Bank,  Chicago,  Illinois 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Exchange  National  Bank  of  Chicago.  Chicago.  Illinois  (14362).  with  . 

and  LaSalle  National  Bank,  Chicago,  Illinois  (13146).  with  . 

merged  October  1,  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$2,878,310,000 

1.342,444.000 

4,233.754.000 
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OLD  KENT  BANK,  NATIONAL  ASSOCIATION, 

Elmhurst,  Illinois,  and  Old  Kent  Bank,  Wheaton,  Illinois,  and  Old  Kent  Bank-St.  Charles,  National  Association, 
St.  Charles,  Illinois 


Names  of  institutions  and  type  of  transaction  Total  assets 


Old  Kent  Bank,  National  Association,  Elmhurst.  Illinois  (14411),  with  $412,319,000 

and  Old  Kent  Bank,  Wheaton.  Illinois,  with  161,136,000 

and  Old  Kent  Bank-St.  Charles,  National  Association.  St  Charles.  Illinois  (6219).  with  53,131,000 

merged  October  31,  1990,  under  charter  14411  and  title  Old  Kent  Bank.  National  Association  '  The  merged  bank  at  date 
of  merger  had .  626,586,000 


FIRST  MIDWEST  BANK/PLAINFIELD,  NATIONAL  ASSOCIATION, 

Plainfield,  Illinois,  and  First  Midwest  Bank/lllinois,  National  Association,  Joliet,  Illinois 


Names  of  institutions  and  type  of  transaction  Total  assets 


First  Midwest  Bank/Plainfield,  National  Association,  Plainfield.  Illinois  (14441 ).  with  $73,830,000 

and  First  Midwest  Bank/Illinois.  National  Association,  Joliet,  Illinois  (1773).  with  730,825,000 

merged  November  2,  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had .  804,655,000 


OLD  NATIONAL  BANK  IN  EVANSVILLE, 

Evansville,  Indiana,  and  Warrick  National  Bank,  Boonville,  Indiana 


Names  of  institutions  and  type  of  transaction  Total  assets 


Old  National  Bank  in  Evansville,  Evansville.  Indiana  (12444),  with  $859,841,000 

and  Warrick  National  Bank,  Boonville.  Indiana  (14218),  with  .  97,305,000 

merged  December  13,  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  957,146,000 


COMPTROLLER'S  DECISION 

On  September  10,  1990,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  (OCC)  for 
prior  authorization  to  merge  Warrick  National  Bank, 
Boonville,  Indiana  (Warrick),  into  Old  National  Bank  in 
Evansville,  Evansville,  Indiana  (Old  National)  This  ap¬ 
plication  is  based  on  an  agreement  entered  into  by  the 
proponents  on  July  12,  1990 

As  of  June  30,  1990,  Warrick  held  total  deposits  of  $87 
million  and  operated  two  branch  offices  As  of  the  same 
date,  Old  National  held  total  deposits  of  $649  million 
and  operated  12  branch  offices.  Warrick  is  wholly 
owned  by  Warrick  Financial  Corporation  Old  National 
is  wholly  owned  by  Old  National  Bancorp,  a  multibank 
holding  company  with  subsidiary  banks  in  Illinois. 
Indiana,  and  Kentucky. 

The  relevant  geographic  market  for  this  proposal  is  the 
area  including  and  immediately  surrounding  Boonville 
Within  this  market,  seven  banks  and  six  savings  and 
loan  associations  compete  for  deposits  of  approxi¬ 
mately  $338  million  Warrick  is  ranked  first  in  the  market 
with  deposits  of  $89  million,  or  a  market  share  of  26 
percent.  Old  National  is  ranked  sixth  in  the  market  with 
deposits  of  $21  million,  or  a  market  share  of  6  percent 


Consummation  of  this  transaction  will  result  in  Old 
National  replacing  Warrick  as  the  largest  competitor 
with  a  32  percent  share  of  market  deposits.  Although 
Old  National's  market  share  will  increase  from  6  per¬ 
cent  to  32  percent,  consummation  of  this  transaction 
should  not  have  a  significantly  adverse  effect  on  com¬ 
petition  in  the  relevant  market  in  light  of  the  large 
number  of  competitors  remaining  in  the  market 

The  Bank  Merger  Act  requires  the  OCC  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions, 
and  the  convenience  and  needs  of  the  communities  to 
be  served."  Old  National  has  the  financial  and  mana¬ 
gerial  resources  to  consummate  the  merger  without 
adversely  affecting  its  overall  condition  The  future 
prospects  for  the  resulting  bank  are  favorable,  as  are 
the  effects  of  the  proposal  on  the  convenience  and 
needs  of  the  general  public  to  be  served 

A  review  of  the  record  of  this  application  and  other 
information  available  to  the  OCC  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  record  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low-  and 
moderate-income  neighborhoods,  is  less  than 
satisfactory 
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We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  USC  1828(c))  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  markets 
Other  factors  considered  in  evaluating  this  proposal 
are  satisfactory  Accordingly,  the  application  is 
approved 

Steven  J  Weiss 

Deputy  Comptroller  for 

Bank  Organization  and  Structure 


November  13,  1990 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  It  would  not  have  a  significantly  adverse 
effect  on  competition 


FIRST  NATIONAL  BANK, 

Kokomo,  Indiana,  and  Farmers  Loan  and  Trust  Company,  Tipton,  Indiana 


Names  of  institutions  and  type  of  transaction  Total  assets 


First  National  Bank,  kokomo,  Indiana  (14519).  with .  $222,588,000 

and  Farmers  Loan  and  Trust  Company.  Tipton,  Indiana,  with  74.349.000 

merged  December  31,  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had .  296.917.000 


FIRST  INTERSTATE  BANK  OF  IOWA-NORTHWEST.  NATIONAL  ASSOCIATION. 
Estherville,  Iowa,  and  First  Interstate  Bank  of  Spencer,  National  Association,  Spencer,  Iowa 


Names  of  institutions  and  type  of  transaction  Total  assets 


First  Interstate  Bank  of  lowa-Northwest.  National  Association.  Estherville.  Iowa  (22333).  with  $44,874,000 

and  First  Interstate  Bank  of  Spencer,  National  Association.  Spencer.  Iowa  (15218).  with  70.322.000 

merged  December  14.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  1 15,173.000 


THE  NATIONAL  BANK  OF  WATERLOO. 

Waterloo,  Iowa,  and  Midway  Bank  &  Trust,  Cedar  Falls.  Iowa 


Names  of  institutions  and  type  of  transaction  Total  assets 


The  National  Bank  of  Waterloo.  Waterloo.  Iowa  (13702).  with .  $450,720,000 

and  Midway  Bank  &  Trust.  Cedar  Falls.  Iowa,  with  50.287,000 

merged  December  31,  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  493.290.000 


EMPRISE  BANK,  NATIONAL  ASSOCIATION. 

Hutchinson,  Kansas,  and  The  Farmers  State  Bank,  Lindsburg,  Kansas 


Names  of  institutions  and  type  of  transaction  Total  assets 


Emprise  Bank,  National  Association.  Hutchinson,  kansas  (10765).  with  .  $203,168,000 

and  The  Farmers  State  Bank.  Lindsburg.  kansas.  with  28.891,000 

merged  December  5.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  230.017.000 


EMPRISE  BANK.  NATIONAL  ASSOCIATION, 

Hutchinson,  Kansas,  and  First  National  Bank.  Garden  City,  Kansas 


Names  of  institutions  and  type  of  transaction  Total  assets 


Emprise  Bank.  National  Association.  Hutchinson,  kansas  (10765).  with  $193,485,000 

and  First  National  Bank.  Garden  City.  Kansas  (17805).  with  39.386.000 

merged  December  21.  1990.  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  229.735.000 
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THE  FIRST  NATIONAL  BANK  OF  GLASCO, 

Glasco,  Kansas,  and  First  Bank  &  Trust,  Concordia,  Kansas 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  First  National  Bank  of  Glasco.  Glasco.  Kansas  (7683).  with  .  $8,004,000 

and  First  Bank  &  Trust.  Concordia.  Kansas,  with  43.226.000 

merged  December  28.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  51,230.000 


SHAWMUT  BANK,  NATIONAL  ASSOCIATION. 

Boston,  Massachusetts,  and  Shawmut  Bank  of  Hampshire  County.  National  Association,  Amherst, 
Massachusetts,  and  Shawmut  Bank  of  Franklin  County,  Greenfield,  Massachusetts,  and  Shawmut  First  Bank 
and  Trust  Company,  Springfield,  Massachusetts 

Names  of  institutions  and  type  of  transaction  Total  assets 

Shawmut  Bank,  National  Association.  Boston.  Mssachusetts  (15509).  with  .  $9,428,430,000 

and  Shawmut  Bank  of  Hampshire  County.  National  Association.  Amherst.  Massachusetts  (393).  with  176,337.000 

and  Shawmut  Bank  of  Franklin  County.  Greenfield.  Massachusetts,  with  192,115.000 

and  Shawmut  First  Bank  and  Trust  Company.  Springfield.  Massachusetts,  with  587.871.000 

merged  October  19.  1990.  under  charter  15509  and  title  Shawmut  Bank.  National  Association  The  merged  bank  at  date 
of  merger  had .  1 0. 1 8 1 .602.000 


BANK  OF  NEW  ENGLAND.  NATIONAL  ASSOCIATION, 

Boston,  Massachusetts,  and  Bank  of  New  England-West,  National  Association,  Springfield,  Massachusetts 

Names  of  institutions  and  type  of  transaction  Total  assets 

Bank  of  New  England.  National  Association.  Boston,  Massachusetts  (475).  with  $13,493,225,000 

and  Bank  of  New  England-West.  National  Association.  Springfield.  Massachusetts  (308).  with  1.469.171.000 

merged  October  29.  1990.  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  14.800.586.000 


SHAWMUT  BANK,  NATIONAL  ASSOCIATION, 

Boston,  Massachusetts,  and  Shawmut  Arlington  Trust  Company.  Lawrence,  Massachusetts 

Names  of  institutions  and  type  of  transaction  Total  assets 

Shawmut  Bank,  National  Association.  Boston.  Massachusetts  (15509).  with  $8,180,784,000 

and  Shawmut  Arlington  Trust  Company.  Lawrence.  Massachusetts,  with  1.418.897.000 

merged  November  9.  1990.  under  charier  and  title  of  the  former  The  merged  bank  at  dale  of  merger  had  9.450.024.000 


SHAWMUT  BANK,  NATIONAL  ASSOCIATION, 

Boston,  Massachusetts,  and  Shawmut  Worcester  County  Bank,  National  Association.  Worcester,  Massachusetts 

Names  of  institutions  and  type  of  transaction  Total  assets 

Shawmut  Bank,  National  Association.  Boston.  Massachusetts  (15509).  with  $10,160,008,000 

and  Shawmut  Worcester  County  Bank.  National  Association.  Worcester,  Massachusetts  (79)  with  1.416.855.000 

merged  November  9,  1990,  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  1 1.465.915.000 


BANK  OF  NEW  ENGLAND,  NATIONAL  ASSOCIATION. 

Boston,  Massachusetts,  and  Bank  of  New  England-Old  Colony.  National  Association.  Fall  River.  Massachusetts 

Names  of  institutions  and  type  of  transaction  Total  assets 

Bank  of  New  England.  National  Association.  Boston.  Massachusetts  (475).  with  $14,190,947,000 

and  Bank  of  New  England-Old  Colony.  National  Association.  Fall  River.  Massachusetts  (18724),  with  695.169.000 

merged  December  31.  1990.  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  14.225,725.000 
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FIRST  OF  AMERICA  BANK-MID  MICHIGAN,  NATIONAL  ASSOCIATION. 

Bay  City,  Michigan,  and  First  America  Bank-Mt  Pleasant.  Mount  Pleasant.  Michigan 


Names  of  institutions  and  type  of  transaction  Total  assets 


First  of  America  Bank-Mid  Michigan.  National  Association,  Bay  City.  Michigan  (14641).  with  S555.322.000 

and  First  America  Bank-Mt  Pleasant.  Mt  Pleasant.  Michigan,  with  76.728.000 

merged  October  1.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  633.387.000 


NATIONAL  BANK  OF  DETROIT. 

Detroit.  Michigan,  and  NBD  Petoskey,  National  Association,  Petoskey,  Michigan,  and  NBD  Northwest  Bank, 
National  Association,  Traverse  City,  Michigan,  and  NBD  Battle  Creek,  National  Association,  Battle  Creek, 
Michigan,  and  NBD  F&M  Bank,  National  Association,  Benton  Harbor,  Michigan,  and  NBD  Cadillac  Bank, 
Cadillac,  Michigan,  and  NBD  Monroe  County  Bank,  Dundee,  Michigan,  and  NBD  Kalamazoo,  Kalamazoo, 
Michigan,  and  NBD  Grand  Haven,  Grand  Haven,  Michigan,  and  NBD  Grand  Rapids.  National  Association, 
Grand  Rapids,  Michigan 


Names  of  institutions  and  type  of  transaction  Total  assets 


National  Bank  of  Detroit.  Detroit.  Michigan  (13671).  with  $18,561,231,000 

and  NBD  Petoskey.  National  Association.  Petoskey.  Michigan  (5607).  with  165,255.000 

and  NBD  Northwest  Bank.  National  Association.  Traverse  City.  Michigan  (18143).  with  147,325.000 

and  NBD  Battle  Creek.  National  Association,  Battle  Creek.  Michigan  (18742).  with  4.794.000 

and  NBD  F&M  Bank.  National  Association.  Benton  Harbor.  Michigan  (13833).  with  244.111.000 

and  NBD  Cadillac  Bank.  Cadillac.  Michigan,  with .  383,570.000 

and  NBD  Monroe  County  Bank.  Dundee.  Michigan,  with  40,040.000 

and  NBD  Kalamazoo.  Kalamazoo.  Michigan,  with  .  24.750.000 

and  NBD  Grand  Haven.  Grand  Haven.  Michigan,  with  178.733.000 

and  NBD  Grand  Rapids.  National  Association.  Grand  Rapids.  Michigan  (15575).  with  1.257.304.000 

merged  October  31.  1990.  under  charter  13671  and  title  NBD  Bank.  National  Association  The  merged  bank  at  date  of 

merger  had .  20.876.512.000 


FIRST  OF  AMERICA  BANK-MID  MICHIGAN,  NATIONAL  ASSOCIATION, 
Bay  City,  Michigan,  and  First  of  America  Bank-Oscoda.  Oscoda,  Michigan 


Names  of  institutions  and  type  of  transaction  Total  assets 


First  of  America  Bank-Mid  Michigan.  National  Association.  Bay  City.  Michigan  (14641).  with  $1,067,796,000 

and  First  of  America  Bank-Oscoda.  Oscoda.  Michigan,  with  38.863.000 

merged  December  1.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had .  1,107,459.000 


STEARNS  COUNTY  NATIONAL  BANK  OF  ALBANY. 

Albany,  Minnesota,  and  Boundary  Waters  State  Bank,  Ely,  Minnesota 

Names  of  institutions  and  type  of  transaction  Total  assets 

Stearns  County  National  Bank  of  Albany.  Albany.  Minnesota  (15576).  with  $68,793,000 

and  Boundary  Waters  State  Bank.  Ely.  Minnesota,  with  . 


merged  November  30.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 


NORWEST  BANK  MINNESOTA,  NATIONAL  ASSOCIATION, 

Minneapolis,  Minnesota,  and  Norwest  National  Bank,  Minneapolis,  Minnesota 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Norwest  Bank  Minnesota.  National  Association.  Minneapolis.  Minnesota  (2006).  with 
and  Norwest  National  Bank.  Minneapolis.  Minnesota  (22247).  with 

merged  December  14  1990.  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$9,049,646,000 
3,146.200.000 
1 1 .852,067.000 
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THE  FIRST  NATIONAL  BANK  OF  WALKER. 

Walker,  Minnesota,  and  Backus  State  Bank,  Backus,  Minnesota 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  First  National  Bank  ot  Walker,  Walker.  Minnesota  (8476),  with  $66,053,000 

and  Backus  State  Bank.  Backus.  Minnesota,  with  12.652.000 

merged  December  17.  1990.  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  77.689.000 


NATIONAL  WESTMINSTER  BANK  NJ. 

Jersey  City,  New  Jersey,  and  First  National  Bank  of  Central  Jersey,  Bridgewater,  New  Jersey 

Names  of  institutions  and  type  of  transaction  Total  assets 

National  Westminster  Bank,  NJ.  Jersey  City.  New  Jersey  (374).  with  $5,086,500,000 

and  First  National  Bank  of  Central  Jersey.  Bridgewater.  New  Jersey  (3866).  with  1.364.383.000 

merged  October  1,  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  6.450.754,000 


THE  RAMSEY  NATIONAL  BANK  AND  TRUST  CO  OF  DEVILS  LAKE, 

Devils  Lake,  North  Dakota,  and  Farmers  &  Merchants  Bank  of  Sheyenne,  Sheyenne,  North  Dakota 

Names  of  institutions  and  type  of  transaction  Total  assefs 

The  Ramsey  National  Bank  and  Trust  Co.  of  Devils  Lake.  Devils  Lake.  North  Dakota  (5886).  with  $67,690,000 

and  Farmers  &  Merchants  Bank  of  Sheyenne.  Sheyenne.  North  Dakota,  with  3.087.000 

merged  October  26.  1990.  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had . 


THE  MCCLAIN  COUNTY  NATIONAL  BANK  OF  PURCELL, 

Purcell,  Oklahoma,  and  First  State  Bank,  Lexington.  Oklahoma 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  McClain  County  National  Bank  of  Purcell.  Purcell.  Oklahoma  (12134).  with  $73,262,000 

and  First  State  Bank,  Lexington.  Oklahoma,  with  7.506.000 

merged  December  13,  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  . 


FIRST  PENNSYLVANIA  BANK,  NATIONAL  ASSOCIATION. 

Bala  Cynwyd,  Pennsylvania,  and  The  Philadelphia  National  Bank,  Ardmore,  Pennsylvania 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  Pennsylvania  Bank,  National  Association.  Bala  Cynwyd.  Pennsylvania  (1).  with  $6,555,086,000 

and  The  Philadelphia  National  Bank.  Ardmore.  Pennsylvania  (539).  with  10.038.832.000 

merged  October  1,  1990.  under  charier  1  and  title  'Corestates  Bank.  National  Association  The  merged  bank  at  date  of 
merger  had  .  1 6.653.91 8.000 


FIRST  TENNESSEE  BANK.  NATIONAL  ASSOCIATION, 

Memphis,  Tennessee,  and  First  National  Bank  of  Jackson.  Jackson.  Tennessee  

Names  of  institutions  and  type  of  transaction  Total  assets 

First  Tennessee  Bank.  National  Association.  Memphis.  Tennessee  (336).  with  $6,321,123,000 

and  First  National  Bank  of  Jackson.  Jackson.  Tennessee  (12324).  with 

merged  October  25.  1990,  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 
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THIRD  NATIONAL  BANK  IN  KNOXVILLE. 

Knoxville.  Tennessee,  and  Third  National  Bank  in  Anderson  County,  Lake  City,  Tennessee,  and  Third  National 
Bank  in  Hamblen  County,  Morristown,  Tennessee,  and  Third  National  Bank  in  Loudon  County,  Lenoir  City, 
Tennessee,  and  Third  National  Bank  in  Sevier  County.  Sevierville.  Tennessee 

Names  of  institutions  and  type  of  transaction  Total  assets 

Third  National  Bank  in  Knoxville.  Knoxville.  Tennessee  (18101).  with  S406.225.000 

and  Third  National  Bank  in  Anderson  County.  Lake  City.  Tennessee  (17778).  with  77,025.000 

and  Third  National  Bank  in  Hamblen  County.  Morristown.  Tennessee  (21761).  with  116.944.000 

and  Third  National  Bank  in  Loudon  County.  Lenoir  City.  Tennessee  (21745).  with  79.055.000 

and  Third  National  Bank  in  Sevier  County.  Sevierville.  Tennessee  (18103).  with  1 18,132.000 

merged  December  7.  1990.  under  charter  18101  and  title  Third  National  Bank  of  East  Tennessee  The  merged  bank  at 

date  of  merger  had  .  860.540.000 


THIRD  NATIONAL  BANK  IN  NASHVILLE. 

Nashville,  Tennessee,  and  The  Peoples  Bank,  Lebanon,  Tennessee 

Names  of  institutions  and  type  of  transaction  Total  assets 

Third  National  Bank  in  Nashville,  Nashville.  Tennessee  (13103).  with  $2,514,619,000 

and  The  Peoples  Bank.  Lebanon.  Tennessee,  with  71,924,000 

merged  December  7.  1990.  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  2.581.076.000 


NATIONAL  COMMERCE  BANK, 

Houston,  Texas,  and  Woodway  Bank  &  Trust,  National  Association,  Houston,  Texas 

Names  of  institutions  and  type  of  transaction  Total  assets 

National  Commerce  Bank.  Houston.  Texas  (20005).  with .  $69,970,000 

and  Woodway  Bank  &  Trust.  National  Association.  Houston.  Texas  (17601).  with  43.535.000 

merged  October  4.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had . 


THE  FIRST  NATIONAL  BANK  OF  LAMPASAS. 

Lampasas,  Texas,  and  United  Peoples  Bank.  Lampasas,  Texas 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  First  National  Bank  of  Lampasas.  Lampasas.  Texas  (3261 ).  with  $73,685,000 

and  United  Peoples  Bank.  Lampasas.  Texas,  with  37.139.000 

merged  October  1 1.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had . 


LOCKWOOD  NATIONAL  BANK  OF  HOUSTON. 

Houston,  Texas,  and  First  Texas  Bank,  Houston.  Texas 

Names  of  institutions  and  type  of  transaction  Total  assets 

Lockwood  National  Bank  of  Houston.  Houston.  Texas  (14815).  with  .  $186,653,000 

and  First  Texas  Bank.  Houston.  Texas,  with  12.556.000 

merged  October  26.  1990.  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  197.61 1,000 


BANK  ONE,  TEXAS,  NATIONAL  ASSOCIATION. 

Dallas,  Texas,  and  Bank  of  Arlington,  Arlington.  Texas 

Names  of  institutions  and  type  of  transaction  Total  assets 

Bank  One.  Texas.  National  Association.  Dallas.  Texas  (21969).  with  $13,916,154,000 

and  Bank  of  Arlington.  Arlington.  Texas,  with  71,010.000 

merged  November  29.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 
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US.  TRUST  COMPANY  OF  TEXAS,  NATIONAL  ASSOCIATION, 
Rowlett,  Texas,  and  First  National  Bank  of  Rowlett,  Rowlett,  Texas 


Names  of  institutions  and  type  of  transaction  Total  assets 

U  S.  Trust  Company  of  Texas,  National  Association.  Rowlett.  Texas  (18782).  with  . 

and  First  National  Bank  of  Rowlett.  Rowlett.  Texas  (17471),  with  23,647.000 


merged  December  7.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 


THE  FIRST  NATIONAL  BANK  OF  CANADIAN. 

Canadian,  Texas,  and  First  National  Bank  in  Higgins,  Higgins,  Texas 


Names  of  institutions  and  type  of  transaction  Total  assets 


The  First  National  Bank  of  Canadian.  Canadian.  Texas  (6826),  with  $45,627,000 

and  First  National  Bank  in  Higgins.  Higgins.  Texas  (8249).  with .  13.329.000 

merged  December  10.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  57,394,000 


WESTERN  NATIONAL  BANK, 

Odessa,  Texas,  and  First  National  Bank  of  Kermit,  Kermit,  Texas 


Names  of  institutions  and  type  of  transaction  Total  assets 


Western  National  Bank,  Odessa.  Texas  (16658).  with .  $100,919,000 

and  First  National  Bank  of  Kermit.  Kermit.  Texas  (14870).  with  33.437.000 

merged  December  11,  1990.  under  charter  and  title  of  the  former.  The  merged  bank'at  date  of  merger  had  131.719.000 


FIRST  NATIONAL  BANK  OF  HUGHES  SPRINGS, 

Hughes  Springs,  Texas,  and  The  State  Bank  of  Omaha.  Texas,  Omaha.  Texas 

Names  of  institutions  and  type  of  transaction 

Total  assets 

First  National  Bank  of  Hughes  Springs.  Hughes  Springs.  Texas  (6922).  with 

and  The  State  Bank  of  Omaha  Texas  Omaha  Texas,  with . 

$46,518,000 

23.050.000 

merged  December  14,  1990.  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

FIRST  SECURITY  BANK  OF  UTAH,  NATIONAL  ASSOCIATION, 
Ogden,  Utah,  and  Deseret  Bank,  Pleasant  Grove,  Utah 


Names  of  institutions  and  type  of  transaction  Total  assets 


First  Security  Bank  of  Utah.  National  Association.  Ogden.  Utah  (2597).  with  $3,262,521,000 

and  Deseret  Bank,  Pleasant  Grove.  Utah,  with  105.629.000 

merged  November  9,  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  3.368.150.000 


COMPTROLLER'S  DECISION 

On  January  8.  1990.  an  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  (OCC)  for 
prior  authorization  to  merge  Deseret  Bank  Pleasant 
Grove.  Utah  (Deseret  Bank)  into  First  Security  Bank  of 
Utah,  National  Association.  Ogden.  Utah  (First 
Security)  This  application  is  based  on  an  agreement 
finalized  between  the  proponents  on  October  31 .  1 989 

As  of  September  30.  1989.  Deseret  Bank  held  total 
deposits  of  $94  million  and  operated  six  offices  As  of 
the  same  date.  First  Security  held  total  deposits  of  $2  4 
billion  and  operated  92  offices  Deseret  Bank  is  wholly 


owned  by  Deseret  Bancorporation  First  Security  is  a 
wholly  owned  subsidiary  of  First  Security  Corporation 
a  multibank  holding  company  headquartered  in  Salt 
Lake  City.  Utah 

The  relevant  geographic  market  for  this  proposal  is  the 
area  including  and  immediately  surrounding  the  city  of 
Pleasant  Grove  and  several  suburban  towns  in  the 
Provo  metropolitan  area  This  is  the  area  where  Deseret 
Bank,  the  bank  to  be  acquired,  operates  all  of  its  offices 
and  derives  the  bulk  of  its  deposits  It  is  also  the  area 
where  First  Security  operates  nine  offices  and  com- 
petes  directly  with  Deseret  Bank  There  are  14  banks 
and  5  savings  and  loan  associations  with  a  total  of 
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fifty-nine  offices  competing  in  the  relevant  market  First 
Security  is  ranked  first  in  the  market  with  a  19  percent 
share  of  local  deposits  Deseret  Bank  is  ranked  third  in 
the  market  with  an  8  percent  share  of  local  deposits 
Consummation  of  this  proposal  will  result  in  First  Secur¬ 
ity's  market  share  increasing  to  27  percent  Although 
one  competitor  will  be  eliminated  from  the  relevant 
market.  13  banks  and  5  savings  and  loan  associations, 
including  several  that  are  affiliated  with  financial  insti¬ 
tutions  with  deposits  in  excess  of  Si  billion,  will  remain 
m  the  market  The  OCC  finds  that  while  the  proposed 
merger  would  eliminate  some  direct  competition  in  the 
relevant  market,  consummation  of  this  proposal  will  not 
have  a  significantly  adverse  effect  on  competition 

The  Bank  Merger  Act  requires  the  OCC  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  communities  to 
be  served."  First  Security  has  the  financial  and  mana¬ 
gerial  resources  to  absorb  Deseret  Bank  without  ad¬ 
versely  affecting  its  overall  condition  The  future  pros¬ 
pects  of  the  bank  are  favorable,  as  are  the  effects  of  the 
proposal  on  the  convenience  and  needs  of  the  general 
public  to  be  served 


A  review  of  the  record  of  this  application  and  other 
information  available  to  the  OCC  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  record  of  helping  to  meet  the  credit 
needs  of  their  respective  communities,  including  low- 
and  moderate-income  neighborhoods,  is  less  than 
satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  U  S.C.  1828(c))  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market 
Other  factors  considered  in  evaluating  this  proposal 
are  satisfactory  Accordingly,  the  application  is 
approved 

Ballard  C.  Gilmore.  Acting  Deputy  Comptroller 
Bank  Organization  and  Structure 

March  29.  1990 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 


DOMINION  BANK,  NATIONAL  ASSOCIATION, 

Roanoke,  Virginia,  and  Dominion  Bank  of  Richmond,  National  Association,  Richmond,  Virginia 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Dominion  Bank,  National  Association,  Roanoke,  Virginia  (2737),  with  . 

and  Dominion  Bank  of  Richmond,  National  Association,  Richmond,  Virginia  (15530),  with  . 

merged  December  28,  1990,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had . 

$4,877,331,000 

710,115,000 

5,509,662,000 

*  *  * 

DOMINION  BANK,  NATIONAL  ASSOCIATION, 

Rcanoke,  Virginia,  and  Dominion  Bank  of  Northern  Virginia,  National  Association,  McLean,  Virginia 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Dominion  Bank,  National  Association,  Roanoke,  Virginia  (2737),  with  . 

and  Dominion  Bank  of  Northern  Virginia,  National  Association,  McLean,  Virginia  (14904),  with . 

merged  December  31,  1990,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had . 

$5,605,724,000 

878,609,000 

6,421,275,000 

PUGET  SOUND  NATIONAL  BANK, 

Tacoma,  Washington,  and  The  First  National  Bank  of  Enumclaw,  Enumclaw,  Washington 


Names  of  institutions  and  type  of  transaction  Total  assets 


Puget  Sound  National  Bank,  Tacoma,  Washington  (12292),  with  .  $2,619,127,000 

and  The  First  National  Bank  of  Enumclaw,  Enumclaw,  Washington  (12114),  with  .  101,497,000 

merged  November  30,  1990,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  2,71 1 ,776,000 
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THE  NATIONAL  BANK  OF  COMMERCE  OF  CHARLESTON. 

Charleston,  West  Virginia,  and  The  National  Bank  of  Commerce  of  South  Charleston.  South  Charleston.  West 
Virginia 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  National  Bank  of  Commerce  of  Charleston.  Charleston.  West  Virginia  (13509).  with  S304.783.000 

and  The  National  Bank  of  Commerce  of  South  Charleston.  South  Charleston.  West  Virginia  (21330).  with  67.331.000 

merged  October  19.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  372,114.000 


THE  NATIONAL  BANK  OF  COMMERCE  OF  CHARLESTON, 

Charleston.  West  Virginia,  and  The  National  Bank  of  Commerce.  Nitro.  West  Virginia 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  National  Bank  of  Commerce  of  Charleston.  Charleston.  West  Virginia  (13509).  with  $304,783,000 

and  The  National  Bank  of  Commerce.  Nitro.  West  Virginia  (18336).  with  65.051.000 

merged  October  26.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  369.834,000 


FIRST  WISCONSIN  NATIONAL  BANK  OF  MILWAUKEE. 

Milwaukee,  Wisconsin,  and  First  Wisconsin  Northwestern  National  Bank  of  Milwaukee.  Milwaukee.  Wisconsin 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  Wisconsin  National  Bank  of  Milwaukee.  Milwaukee.  Wisconsin  (64).  with  .  $3,435,248,000 

and  First  Wisconsin  Northwestern  National  Bank  of  Milwaukee.  Milwaukee.  Wisconsin  (15699).  with  40.876.000 

merged  November  1.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had .  3.474.904.000 


THE  FIRST  NATIONAL  BANK  OF  HUDSON, 

Hudson,  Wisconsin,  and  Hammond  State  Bank,  Hammond.  Wisconsin 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  First  National  Bank  of  Hudson.  Hudson.  Wisconsin  (95).  with  $51,739,000 

and  Hammond  State  Bank,  Hammond.  Wisconsin .  .  13.850.000 

merged  December  31,  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  65.589.000 


WORTHEN  BANK  &  TRUST  COMPANY.  NATIONAL  ASSOCIATION, 

Little  Rock,  Arkansas,  and  First  State  Savings  Bank,  A  Federal  Savings  Bank.  Mountain  Home,  Arkansas 

Names  of  institutions  and  type  of  transaction  Total  assets 

Worthen  Bank  &  Trust  Company.  National  Association.  Lttle  Rock.  Arkansas  (16009).  with  $571,618,000 

and  First  State  Savings  Bank.  A  Federal  Savings  Bank.  Mountain  Home.  Arkansas  with 

merged  October  26,  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  o!  merger  had _ ™ 


FIRST  NATIONAL  BANK, 

Siloam  Springs,  Arkansas,  and  First  Federal  Savings  and  Loan,  Fayetteville.  Arkansas _ 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank,  Siloam  Springs.  Arkansas  (15665).  with  10.557.000 

and  First  Federal  Savings  and  Loan.  Fayetteville.  Arkansas,  with 

merged  November  2.  1990.  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  _ --- 
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FIRST  NATIONAL  BANK  AND  TRUST  COMPANY. 

Rogers.  Arkansas,  and  First  Federal  Savings  &  Loan  of  Fayetteville  (Eureka  Springs  and  Rogers  Branch), 
Fayetteville,  Arkansas 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank  and  Trust  Company.  Rogers.  Arkansas  (10750).  with  $214,818,000 

and  First  Federal  Savings  &  Loans  of  Fayetteville  (Eureka  Springs  and  Rogers  Branch).  Fayetteville.  Arkansas,  with 
merged  November  2.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  merger  had  . 


FIRST  NATIONAL  BANK  OF  SILOAM  SPRINGS. 

Siloam  Springs,  Arkansas,  and  First  American  Federal  Savings  Bank  (Siloam  Springs  Branch),  Fort  Smith, 
Arkansas 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank  of  Siloam  Springs.  Siloam  Springs.  Arkansas  (15665).  with  $1 10,557,000 

and  First  American  Federal  Savings  Bank  (Siloam  Springs  Branch).  Fort  Smith.  Arkansas,  with  . 

merged  December  7.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had . 


SIMMONS  FIRST  NATIONAL  BANK. 

Pine  Bluff,  Arkansas,  and  First  American  Federal  Savings  Bank,  Fort  Smith.  Fort  Smith,  Arkansas 

Names  of  institutions  and  type  of  transaction  Total  assets 

Simmons  First  National  Bank.  Pine  Bluff.  Arkansas  (6680).  with  $425,272,000 

and  First  American  Federal  Savings  Bank.  Fort  Smith.  Fort  Smith,  Arkansas,  with  . 

merged  December  7,  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had . 


FIRST  NATIONAL  BANK  OF  RUSSELLVILLE, 

Russellville,  Arkansas,  and  First  American  Federal  Savings  Bank  (Russellville  Branch),  Fort  Smith,  Arkansas 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank  of  Russellville.  Russellville.  Arkansas  (16272).  with  $144,496,000 

and  First  American  Federal  Savings  Bank  (Russellville  Branch).  Fort  Smith.  Arkansas,  with  . 

merged  December  7,  1990.  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had . 


BANK  OF  AMERICA.  N  T.  &  S.A., 

San  Francisco,  California,  and  Southwest  Federal  Savings  Association,  Los  Angeles,  California 

Names  of  institutions  and  type  of  transaction  Total  assets 

Bank  of  America.  N  T  &  S  A  ,  San  Francisco.  California  (13044).  with  $88,306,000,000 

and  Southwest  Federal  Savings  Association,  Los  Angeles.  California,  with  . 

merged  November  16.  1990.  under  charier  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  .......... 


FAR  EAST  NATIONAL  BANK, 

Los  Angeles,  California,  and  Charter  Savings  Bank,  F.S.B.,  Newport  Beach,  California 

Names  of  institutions  and  type  of  transaction  Total  assets 

Far  East  National  Bank.  Los  Angeles.  California  (16407).  with  $240,602,000 

and  Charter  Savings  Bank.  FSB  .  Newport  Beach.  California,  with  . 

merged  December  7,  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 
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MARQUETTE  NATIONAL  BANK. 

Chicago,  Illinois,  and  Summit  First  Federal  Savings  and  Loan  Association.  Summit,  Illinois 

Names  of  institutions  and  type  ot  transaction  Total  assets 

Marquette  National  Bank.  Chicago.  Illinois  (14504).  with 

and  Summit  First  Federal  Savings  and  Loan  Association.  Summit.  Illinois,  with 

merged  October  26.  1990.  under  charter  and  title  of  the  former  The  merged  bank  af  date  of  merger  had 


FIRST  MIDWEST  BANK/WESTERN  ILLINOIS,  NATIONAL  ASSOCIATION. 
Moline,  Illinois,  and  Community  Federal  Savings  Bank,  East  Moline,  Illinois 


Names  of  institutions  and  type  of  transaction  Total  assets 

First  Midwest  Bank  Illinois.  National  Association.  Moline.  Illinois  (13660).  with  $254,549,000 

and  Community  Federal  Savings  Bank,  East  Moline.  Illinois,  with  . 


merged  November  2.  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 


FIRST  NATIONAL  BANK/ WESTERN  ILLINOIS,  NATIONAL  ASSOCIATION. 

Plainfield.  Illinois,  and  Home  Savings,  A  Federal  Savings  &  Loan  Association,  Joliet.  Illinois 


Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank  Western  Illinois.  National  Association,  Plainfield.  Illinois  (14441).  with  $73,830,000 

and  Home  Savings.  A  Federal  Savings  &  Loan  Association,  Joliet,  Illinois . 


merged  November  9.  1990,  under  charter  and  title  of  the  fomer.  The  merged  bank  at  date  of  merger  had 


OLD  KENT  BANK,  NATIONAL  ASSOCIATION. 

Elmhurst,  Illinois,  and  St.  Charles  Federal  Savings  and  Loan.  St  Charles.  Illinois 


Names  of  institutions  and  type  of  transaction  Total  assets 

Old  Kent  Bank,  National  Association.  Elmhurst.  Illinois  (1441 1).  with .  $412,017,000 

and  St.  Charles  Federal  Savings  and  Loan.  St.  Charles.  Illinois,  with  . 


merged  November  30.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 


UMB  FIRST  NATIONAL  BANK, 

Collinsville,  Illinois,  and  Midwest  Home  Federal  Savings  Bank,  Belleville,  Illinois 


Names  of  institutions  and  type  of  transaction  Total  assets 

UMB  First  National  Bank,  Collinsville.  Illinois  (21 727).  with  $169,743,000 

and  Midwest  Home  Federal  Savings  Bank.  Belleville.  Illinois,  with  . 


merged  November  30.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 


THE  BRIGHT  NATIONAL  BANK, 

Flora,  Indiana,  and  Bright  Savings  Bank,  F.S.B.,  Flora,  Indiana 

Names  of  institutions  and  type  of  transaction 

Total  assets 

The  Bright  National  Bank,  Flora,  Indiana  (13977),  with  . 

. 

merged  December  14,  1990,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

. 
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UNION  NATIONAL  BANK  OF  WICHITA, 

Wichita,  Kansas,  and  Valley  Federal  Savings  &  Loan  Association,  Hutchinson,  Kansas 


Names  of  institutions  and  type  of  transaction  Total  assets 

Union  National  Bank  of  Wichita,  Wichita,  Kansas  (1 1010),  with  .  $404,008,000 

and  Valley  Federal  Savings  &  Loan  Association,  Hutchinson.  Kansas,  with  . 


merged  November  9,  1990.  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


FIRST  NATIONAL  BANK  AND  TRUST  COMPANY  IN  DODGE  CITY, 

Dodge  City,  Kansas,  and  Valley  Federal  Savings  &  Loan  Association,  Hutchinson,  Kansas 


Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank  and  Trust  Company  in  Dodge  City,  Dodge  City,  Kansas  (7285),  with .  $93,903,000 

and  Valley  Federal  Savings  &  Loan  Association,  Hutchinson,  Kansas,  with . 


merged  November  9,  1990,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


EMPRISE  BANK,  NATIONAL  ASSOCIATION, 

Hutchinson,  Kansas,  and  First  Federal  Savings  Bank  of  Kansas,  Wellington,  Kansas 


Names  of  institutions  and  type  of  transaction  Total  assets 

Emprise  Bank,  National  Association,  Hutchinson,  Kansas  (10765),  with  .  $193,485,000 

and  First  Federal  Savings  Bank  of  Kansas,  Wellington,  Kansas,  with  . 


merged  December  14,  1990,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


MARQUETTE  BANK  MINNEAPOLIS,  NATIONAL  ASSOCIATION, 

Minneapolis,  Minnesota,  and  Midwest  Federal  Savings  and  Loan  Association,  Minneapolis,  Minnesota 


Names  of  institutions  and  type  of  transaction  Total  assets 

Marquette  Bank  Minneapolis,  National  Association,  Minneapolis.  Minnesota  (11861),  with .  $1,545,295,000 

and  Midwest  Federal  Savings  and  Loan  Association,  Minneapolis,  Minnesota,  with . 


merged  October  5,  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 


FIRST  NATIONAL  BANK  OF  NORTH  PINE  COUNTY, 

Sandstone,  Minnesota,  and  Midwest  Federal  Savings  and  Loan  Association,  Minneapolis,  Minnesota 


Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank  of  North  Pine  County,  Sandstone.  Minnesota  (16871),  with  .  $28,128,000 

and  Midwest  Federal  Savings  and  Loan  Association,  Minneapolis.  Minnesota,  with . 


merged  October  5,  1990,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


AMERICAN  NATIONAL  BANK  AND  TRUST  COMPANY, 

St.  Paul,  Minnesota,  and  Midwest  Federal  Savings  and  Loan  Association,  Minneapolis,  Minnesota 

Names  of  institutions  and  type  of  transaction  Total  assets 

American  National  Bank  and  Trust  Company,  St.  Paul,  Minnesota  (6828),  with  . 

and  Midwest  Federal  Savings  and  Loan  Association,  Minneapolis,  Minnesota,  with . 

merged  October  5,  1990,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had . 
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THE  PIONEER  NATIONAL  BANK  OF  DULUTH, 

Duluth,  Minnesota,  and  Midwest  Federal  Savings  and  Loan  Association,  Minneapolis,  Minnesota 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  Pioneer  National  Bank  of  Duluth.  Duluth.  Minnesota  (13078).  with  $25,507,000 

and  Midwest  Federal  Savings  and  Loan  Association.  Minneapolis.  Minnesota,  with . 

merged  October  5.  1990.  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


COMMUNITY  NATIONAL  BANK, 

Northfield,  Minnesota,  and  Midwest  Federal  Savings  and  Loan  Association,  Minneapolis,  Minnesota 


Names  of  institutions  and  type  of  transaction  Total  assets 

Community  National  Bank.  Northfield.  Minnesota  (13350).  with  $45,401,000 

and  Midwest  Federal  Savings  and  Loan  Association.  Minneapolis.  Minnesota,  with . 


merged  October  5.  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 


THE  FIRST  NATIONAL  BANK  OF  SIKESTON, 

Sikeston,  Missouri,  and  Colonial  Savings  and  Loan  Association.  F.A.,  Cape  Girardeau,  Missouri 


Names  of  institutions  and  type  of  transaction  Total  assets 

The  First  National  Bank  of  Sikeston.  Sikeston.  Missouri  (15302).  with  $98,901,000 

and  Colonial  Savings  and  Loan  Association.  FA.  Cape  Girardeau.  Missouri,  with  . 


merged  November  9.  1990.  under  charter  and  title  of  the  former  The  merged  bank  al  date  of  merger  had 


THE  BOATMEN’S  NATIONAL  BANK  OF  ST.  LOUIS. 

St.  Louis,  Missouri,  and  Community  Federal  Savings  and  Loan  Association,  St.  Louis,  Missouri 

Names  of  institutions  and  type  of  transaction 

Total  assets 

The  Boatmen's  National  Bank  of  St.  Louis.  St.  Louis,  Missouri  (17304).  with 

and  Community  Federal  Savings  and  Loan  Association,  St  Louis.  Missouri  with  . 

... 

merged  December  14.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had . 

... 

FIRSTIER  BANK,  NATIONAL  ASSOCIATION. 

Omaha,  Nebraska,  and  Equitable  Federal  Savings  Bank,  Fremont,  Nebraska 


Names  of  institutions  and  type  of  transaction  Total  assets 

Firstier  Bank.  National  Association.  Omaha.  Nebraska  (1633),  with  $1,282,366,000 

and  Equitable  Federal  Savings  Bank,  Freemont,  Nebraska,  with  . 


merged  November  16.  1990.  under  charter  and  title  of  the  former  The  merged  bank  al  date  of  merger  had 


THE  FIRST  NATIONAL  BANK  OF  OSCEOLA, 

Osceola,  Nebraska,  and  Heritage  Federal  Savings  Bank,  Omaha,  Nebraska 


Names  of  institutions  and  type  of  transaction  Total  assets 

The  First  National  Bank  of  Osceola,  Osceola,  Nebraska  (6493),  with  .  $24,325,000 

and  Heritage  Federal  Savings  Bank,  Omaha,  Nebraska,  with  . 


merged  November  30,  1990,  under  charier  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 
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AMERICAN  NATIONAL  BANK, 

Omaha,  Nebraska,  and  Heritage  Federal  Savings  Bank  of  Omaha,  Omaha,  Nebraska 


Names  of  institutions  and  type  of  transaction 

Total  assets 

American  National  Bank,  Omaha,  Nebraska  (15435).  with  . 

Heritage  Federal  Savings  Bank  of  Omaha.  Omaha.  Nebraska,  with  . 

merged  November  30.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$85,395,000 

AMERICAN  NATIONAL  BANK  OF  SARPY  COUNTY, 

Papillion,  Nebraska,  and  Heritage  Federal  Savings  Bank  of  Omaha.  Omaha,  Nebraska 


Names  of  institutions  and  type  of  transaction 

Total  assets 

American  National  Bank  of  Sarpy  County,  Papillion,  Nebraska  (18765),  with . 

and  Heritage  Federal  Savings  Bank  of  Omaha,  Omaha,  Nebraska,  with  . 

merged  November  30,  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had . 

$10,193,000 

FIRST  NATIONAL  BANK, 

Schuyler,  Nebraska,  and  Heritage  Federal  Savings  Bank  of  Omaha,  Omaha,  Nebraska 


Names  of  institutions  and  type  of  transaction 

Total  assets 

First  National  Bank.  Schuyler.  Nebraska  (15623).  with  . 

and  Heritage  Federal  Savings  Bank  of  Omaha.  Omaha.  Nebraska,  with  . 

merged  November  30,  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had . 

$45,328,000 

THE  SHATTUCK  NATIONAL  BANK, 

Shattuck,  Oklahoma,  and  Midwest  Savings  Association.  FA,  Shattuck  (Oklahoma  Branch),  Minneapolis, 
Minnesota 


Names  of  institutions  and  type  of  transaction 

Total  assets 

The  Shattuck  National  Bank,  Shattuck,  Oklahoma  (9987),  with . 

and  Midwest  Savings  Association.  FA.  Shattuck  (Oklahoma  Branch),  Minneapolis.  Minnesota,  with  . 

merged  October  5,  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$73,262,000 

FIRST  NATIONAL  BANK  OF  ANTLERS, 

Antlers,  Oklahoma,  and  Midwest  Savings  Association,  F.A.,  Atoka  (Oklahoma  Branch),  Minneapolis,  Minnesota 


Names  of  institutions  and  type  of  transaction 

Total  assets 

First  National  Bank  of  Antlers.  Antlers.  Oklahoma  (14131).  with  . 

and  Midwest  Savings  Association,  F  A  ,  Atoka.  (Oklahoma  Branch).  Minneapolis  Minnesota,  with 
merged  October  5.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$31,835,000 

FIRST  NATIONAL  BANK  IN  HOBART, 

Hobart,  Oklahoma,  and  Midwest  Savings  Association,  F  A  Anadarko  (Oklahoma  Branch),  Minneapolis, 
Minnesota 


Names  of  institutions  and  type  of  transaction 

Total  assets 

First  National  Bank  in  Hobart.  Hobart,  Oklahoma  (6358).  with 

and  Midwest  Savings  Association.  F  A  Anadarko  (Oklahoma  Branch).  Minneapolis.  Minnesota,  with 
merged  October  5.  1990.  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$40,919,000 
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WETSTAR  BANK,  A  NATIONAL  ASSOCIATION. 

Bartlesville,  Oklahoma,  and  Peoples  Federal  Savings  Association,  Bartlesville,  Oklahoma 


Names  of  institutions  and  type  of  transaction  Total  assets 

Weststar  Bank,  A  National  Association,  Bartlesville.  Oklahoma  (6258).  with  .  $467,243,000 

and  Peoples  Federal  Savings  Association.  Bartlesville.  Oklahoma,  with  . 


merged  December  14,  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 


FIRST  SECURITY  BANK  OF  UTAH.  NATIONAL  ASSOCIATION 

Ogden,  Utah,  and  Pacific  First  Bank,  A  Federal  Savings  Bank  (Utah  Branches),  Tacoma,  Washington 


Names  of  institutions  and  type  of  transaction  Total  assets 


First  Security  Bank  of  Utah.  National  Association.  Ogden,  Utah  (2597),  with  .  $3,509,917,000 

and  Pacific  First  Bank,  A  Federal  Savings  Bank  (Utah  Branches)  Tacoma.  Washington,  with  ,  ,  249.508.000 

merged  December  15.  1990,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  3.808.623.000 


COMPTROLLER'S  DECISION 

On  August  8.  1990.  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  (OCC)  for  prior 
authorization  for  First  Security  Bank  of  Utah.  National 
Association.  Ogden.  Utah.  (FSB)  to  purchase  certain  of 
the  assets  and  assume  certain  liabilities  of  those  offices 
of  Pacific  First  Bank.  A  Federal  Savings  Bank.  Tacoma. 
Washington  (Pacific),  which  constitute  the  Utah  Divi¬ 
sion  This  application  was  made  pursuant  to  an  agree¬ 
ment  finalized  between  the  proponents  on  July  25. 
1990 

As  of  June  30.  1990.  FSB.  a  subsidiary  of  First  Security 
Corporation,  had  total  deposits  of  $2  6  billion  in  72 
offices  statewide  As  of  the  same  date.  Pacific's  Utah 
division  held  total  deposits  of  $246  million.  Pacific  is  a 
subsidiary  of  Royal  Trusco  Limited,  a  $140  billion 
Canadian  multibank  holding  company. 

The  relevant  geographic  markets  for  this  proposal  con¬ 
sist  of  the  five  contiguous  counties  which  made  up  the 
Wasach  Front,  and  Washington  County  in  the  south¬ 
western  portion  of  Utah.  Both  institutions  compete  di¬ 
rectly  in  these  markets. 

The  Wasach  Front  is  made  up  of  Cache,  Davis,  Salt 
Lake,  Utah,  and  Weber  counties,  in  the  northcentral 
portion  of  Utah.  These  counties  are  situated  on  the 
eastern  edge  of  Great  Salt  Lake.  The  western  portion  of 
each  county  includes  population  centers  which  are  tied 
to  Salt  Lake  City,  the  state’s  capital  and  major  popula¬ 
tion  and  commercial  center.  The  market  includes  an 
urban  strip  which  includes  Ogden  in  the  north  and 
Provo  in  the  south,  and  is  connected  by  interstate 
highway.  The  eastern  portions  of  the  counties  are  des¬ 
ignated  national  forests.  Within  these  five  counties, 
FSB,  taken  together  with  its  affiliate  Deseret  Bank, 
ranks  first  among  30  banks  and  32  thrift  institutions, 


with  22  percent  of  aggregate  deposits.  Pacific,  with  4 
percent  of  market  deposits,  ranks  eighth.  Following 
consummation  of  this  proposal,  FSB  would  hold  25 
percent  of  market  deposits.  Competitors  in  this  market 
include  all  of  the  major  statewide  financial  organ¬ 
izations,  as  well  as  a  number  of  local  institutions. 

In  Washington  County,  FSB  ranks  fourth  and  Pacific 
ranks  eighth  of  nine  competitors,  with  9  percent  and  3 
percent  of  market  deposits,  respectively.  After  the  ac¬ 
quisition,  FSB  will  continue  to  rank  fourth,  with  a  12 
percent  market  share. 

In  view  of  the  number  and  size  of  remaining  com¬ 
petitors  in  each  market,  consummation  of  this  proposal 
would  not  have  a  significantly  adverse  effect  upon 
competition  in  either  relevant  geographic  market 

The  Bank  Merger  Act  requires  the  OCC  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions, 
and  the  convenience  and  needs  of  the  community  to  be 
served."  We  find  that  the  financial  and  managerial 
resources  of  FSB  and  Pacific  do  not  raise  concerns  that 
would  cause  the  application  to  be  disapproved  The 
future  prospects  of  the  resulting  bank  are  considered 
favorable  and  it  is  expected  to  meet  the  convenience 
and  needs  of  the  community  to  be  served. 

The  Utah  division  offices  were  acquired  as  part  of  a 
transaction  with  the  Resolution  Trust  Company  con¬ 
summated  during  1989.  Prior  to  that  transaction,  the 
offices  were  part  of  a  failed  thrift.  Since  its  acquisition, 
Pacific  has  experienced  considerable  deposit  con¬ 
traction.  Pacific  closed  several  of  the  division's  17 
branch  offices  on  October  19,  1990. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  the  OCC  as  a  result  of  its 
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regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  record  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low-  and 
moderate-income  neighborhoods,  is  less  than 
satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  U.S.C.  1828(c))  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  markets. 
Other  factors  considered  in  evaluating  this  proposal 
are  satisfactory.  Accordingly,  the  application  is  ap¬ 
proved  as  conditioned  in  the  transmittal  letter 

Steven  J.  Weiss 

Deputy  Comptroller  for  Bank 

Organization  and  Structure 


November  13,  1990 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

*  ★  * 
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Special  Supervision  and  Enforcement  Activities 


This  section  includes  information  on  national  bank  fail¬ 
ures  and  summaries  of  recent  enforcement  cases. 
Data  on  national  bank  failures  is  provided  by  OCC's 
Special  Supervision  Division  in  Washington  and  by  the 
six  district  offices.  Information  on  enforcement  actions 
comes  from  Special  Supervision  together  with  the  En¬ 
forcement  and  Compliance  Division  of  the  Law  De¬ 
partment  and  district  counsel.  The  latter  two  groups  are 
principally  responsible  for  presenting  and  litigating 
administrative  actions  on  the  OCC’s  behalf.  Because 
the  OCC  often  initiates  enforcement  actions  against 
banks  requiring  special  supervision,  the  two  divisions 
work  together  closely. 


Problem  National  Banks 

The  number  of  problem  national  banks  reached  a  new 
high  in  1 990.  Most  of  them  remain  located  in  the  south¬ 
western  states  —  the  OCC’s  Southwestern  District  has 
approximately  68  percent  of  the  nation’s  problem  na¬ 
tional  banks.  However,  the  number  of  problem  banks  in 
the  rest  of  the  country  has  increased  significantly  since 
the  end  of  1989,  rising  from  93  to  121.  This  increase 
largely  reflected  weaker  economic  conditions  in  other 
parts  of  the  country,  especially  in  the  OCC’s  North¬ 
eastern  District.  Although  the  number  of  problem 
banks  is  greatest  in  the  Southwestern  District,  the 
Northeastern  District  has  a  much  larger  dollar  volume 
of  problem  banks. 


Problem  Banks  By  District 
Through  December  31,  1990 


National  Bank  Failures 

In  1 990,  there  were  1 68  commercial  bank  failures  in  the 
United  States,  a  decrease  over  the  past  three  years.  In 
1 988  and  1 989,  national  bank  failures  were  fairly  evenly 
distributed  among  all  asset  size  categories  of  banks; 
however,  in  1990  the  greatest  number  of  national  bank 
failures  took  place  in  the  smallest  category  of  bank, 
those  with  less  than  $25  million  in  total  assets.  Con¬ 
versely,  fewer  bank  failures  occurred  in  the  larger  asset 
size  categories,  especially  in  the  $1  billion  and  up 
category. 


Problem  National  Bank 
Historical  Trend  Line 


National  Bank  Failures 

n  National  Bancorporation  (9) 
Texas  American  Bank  (22) 
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Number  of  Bank  Failures 


Failed  National  Banks 
By  Asset  Size 
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Source  Districts 


Seventy-nine  percent  of  the  95  national  bank  failures 
were  located  in  the  Southwestern  District,  which  is  not 
surprising  since  most  problem  banks  are  also  located 
in  that  area.  Texas  had  68  national  bank  failures  during 
1990,  representing  almost  72  percent  of  all  national 
bank  failures  for  the  year. 


National  Bank  Failures 
By  District  Through  December  31,  1990 


Commitment  Letters 
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Source  Districts 


Enforcement  Actions 

Supervisory  problems  may  be  handled  by  a  variety  of 
formal  and  informal  administrative  actions.  The  most 
common  types  of  administrative  actions  issued  in  the 
past  two  years  have  been  formal  agreements  (FAs)  and 
commitment  Letters  (CLs).  This  remains  true  for  1990: 
168  formal  agreements  and  135  commitment  letters 
//ere  utilized  during  the  year.  The  use  of  orders  to 
cease  and  desist  (C&Ds)  increased  for  1990  while  the 
use  of  memorandums  of  understanding  (MOUs) 
declined 


Orders  to  Cease  and  Desist 
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Number  of  Actions 


Memorandums  of  Understanding 


1985  1986  1987  1988  1989  1990 

Source  Districts 


The  OCC  is  occasionally  compelled  to  seek  the  re¬ 
moval  from  banking  of  officers  and  directors  who  have 
violated  the  law  or  acted  in  an  unsafe  and  unsound 
manner.  There  were  25  removal  orders  completed  in 
1990. 

The  OCC  uses  civil  money  penalties  (CMP)  to  en¬ 
courage  correction  of  violations  of  laws,  regulations, 
and  cease  and  desist  orders.  A  CMP  may  also  deter 
other  bankers  from  engaging  in  similar  violations.  One 
hundred  forty-six  CMP  settlements  were  reached  in 
1990. 


•  The  bank  has  incurred  or  is  likely  to  incur  losses 
that  will  deplete  all  or  substantially  all  of  its 
capital.  There  is  no  reasonable  prospect  for  the 
bank’s  capital  to  be  replenished  without  federal 
assistance. 

•  There  is  a  violation  or  violations  of  laws,  rules,  or 
regulations,  or  any  unsafe  or  unsound  practice 
or  condition  which  is  likely  to  cause  insolvency 
or  substantial  dissipation  of  assets  or  earnings, 
or  is  likely  to  weaken  the  bank's  condition  or 
otherwise  seriously  prejudice  the  interests  of  its 
depositors. 

•  There  is  concealment  of  books,  papers,  rec¬ 
ords,  or  assets  of  the  bank,  or  refusal  to  submit 
books,  papers,  records,  or  the  affairs  of  the 
bank  to  any  examiner,  or  to  any  lawful  agent  of 
the  Comptroller. 

•  There  is  a  willful  or  continuing  violation  of  an 
order  enforceable  against  the  bank  under  sec¬ 
tion  8(i)  of  the  Federal  Deposit  Insurance  Act. 

•  The  bank's  board  of  directors  consists  of  fewer 
than  five  members. 

•  The  bank's  board  of  directors  or  shareholders 
consent  to  the  appointment  of  a  conservator. 


Conservatorship 

Conservatorship  represented  another  enforcement 
tool  used  by  the  OCC  in  1 990.  The  Financial  Institutions 
Reform,  Recovery  and  Enforcement  Act  of  1989 
(FIRREA)  gave  the  OCC  expanded  conservatorship 
powers.  The  OCC  placed  three  banks  into  con¬ 
servatorship  in  1990  so  as  to  conserve  the  banks' 
assets  for  the  benefit  of  the  depositors.  Additionally,  the 
anticipated  benefits  of  conservatorship,  i.e.  the  poten¬ 
tial  savings  for  the  Bank  Insurance  Fund,  are  expected 
to  outweigh  the  costs  of  the  conservatorship 

The  Comptroller  may  appoint  a  conservator  when  one 
or  more  of  the  following  statutory  criteria  can  be 
demonstrated: 

•  Any  one  or  more  of  the  conditions  for  appoint¬ 
ment  of  a  receiver  are  present  (insolvency). 

•  The  bank  is  not  likely  to  be  able  to  meet  the 
demands  of  its  depositors  or  pay  its  obligations 
in  the  normal  course  of  business. 


•  The  FDIC  terminates  the  bank’s  status  as  an 
insured  bank. 

Even  though  statutory  criteria  may  be  present,  a  con¬ 
servator  is  not  appointed  unless  less  severe  remedies 
are  not  adequate  to  deal  with  the  problems,  the  con¬ 
servatorship  is  likely  to  conserve  the  assets  of  the  bank 
pending  a  more  permanent  solution,  and  the  expected 
benefits  of  the  conservatorship  (potential  savings  for 
the  insurance  fund)  are  expected  to  outweigh  the  costs 
of  the  conservatorship. 

The  conservator  assumes  all  of  the  power  and  authority 
of  the  bank’s  shareholders,  board  of  directors,  and 
officers.  This  enables  the  conservator  to  carry  out  the 
day-to-day  operations  of  the  bank  and  to  arrange  and 
complete  the  sale  or  merger  of  the  bank  where  appro¬ 
priate.  The  conservatorship  may  be  terminated  by  a 
return  to  the  shareholders,  sale  or  merger  of  the  bank, 
or  by  a  finding  of  insolvency  and  appointment  of  a 
receiver. 

Recent  Enforcement  Cases 


•  The  bank  is  in  an  unsafe  or  unsound  condition  to 
transact  business,  including  having  sub¬ 
stantially  insufficient  capital. 


The  OCC  issued  a  temporary  order  to  cease  and  desist 
against  a  bank  which:  (1)  prohibited  the  payment  of 
substantial  fees  and  expenses  for  legal,  consulting, 
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and  accounting  services  without  obtaining  adequate 
documentation  beforehand;  (2)  required  the  bank  to 
employ  capable  individuals  to  serve  as  president  and 
chief  lending  officer;  and  (3)  prohibited  the  acceptance 
of  brokered  deposits.  The  bank  challenged  the  tem¬ 
porary  order  in  United  States  district  court;  however, 
the  bank  consented  to  a  permanent  order  containing 
substantially  similar  provisions  before  a  hearing  was 
held  in  the  matter.* 

The  OCC  issued  prohibition  orders  against  three  offi¬ 
cers  and/or  directors  and  civil  money  penalty  orders 
against  five  officers  and/or  directors. 

The  penalties  ranged  from  $2,000  to  $34,000.  The 
orders  resulted  from  a  scheme  devised  by  the  bank’s 
principal  shareholder  to  illegally  divert  several  million 
dollars  from  the  institution  shortly  before  it  was  de¬ 
clared  insolvent  by  the  OCC  in  May  1989.  The  scheme 
involved  a  corporation  owned  by  the  principal  share¬ 
holder  of  the  bank  that  purchased  packages  of  real 
estate  notes  from  developers  at  an  average  discount  of 
1 7.5  percent  and  immediately  resold  them  to  the  bank 
at  face  value.  However,  the  bank,  which  paid  approxi¬ 
mately  $1 1  million  for  the  packages,  was  required  to 
carry  the  notes  on  its  books  at  the  discounted  price 
paid  by  the  corporation,  resulting  in  instant  losses  to 
the  bank  of  almost  $2  million.  The  profits  from  the 
scheme  were  used  by  the  principal  shareholder  to, 
among  other  things,  purchase  new  shares  of  stock  in 
the  bank's  holding  company,  which  served  to  increase 
his  control  of  the  bank  and  add  new  capital  to  the 
holding  company.  The  principal  shareholder  then  di¬ 
verted  much  of  the  holding  company's  capital  to  pay 
down  a  stock  loan  he  guaranteed  at  another  institution. 

The  OCC  issued  permanent  orders  to  cease  and  desist 
to  a  bank  and  its  chairman.  The  order  against  the  bank 
prohibited  it  from  making  further  extensions  of  credit  to 
executive  officers,  directors,  or  classified  borrowers  so 
long  as  the  bank's  capital  ratios  remained  below  the 
requirements  of  12  CFR  3.6.  The  order  against  the 
chairman  prohibited  him  from  making  any  further  ex¬ 
tensions  of  credit  regardless  of  the  bank’s  capital 
ratios. 

The  orders  resulted  from  a  violation  of  12  U.S.C.  84 
which  occurred  when  the  bank  paid  a  $67,010  over¬ 
draft  from  an  entity  wholly  owned  by  the  chairman.  The 
OCC  subsequently  placed  the  bank  into  conservator- 
ship  after  the  agency  discovered  that  the  bank’s  new 


* These  enforcement  cases  have  been  chosen  because  they 
represent  the  types  of  actions  taken  by  the  OCC  in  response 
to  serious  violations  of  law,  insider  abuse,  or  unsafe  and 
unsound  conduct  which  significantly  affected  the  condition  of 
the  bank 


controlling  shareholder  had  engaged  in  unsafe  and 
unsound  practices  at  an  institution  he  controls  in  an¬ 
other  country. 

The  OCC  entered  into  stipulation  and  consent  orders 
with  1 2  national  banks  for  their  late  filing  of  quarterly  call 
reports  for  the  quarters  ended  March  31,  1990  and 
June  30,  1990.  The  penalty  amounts,  which  ranged 
from  $450  to  $5,100,  depended  upon  the  unique  facts 
and  circumstances  of  each  case.  One  late  call  report 
civil  money  penalty  action  involving  a  $2,1 00  penalty  is 
currently  in  litigation. 

During  the  fourth  quarter  1990,  the  OCC  litigated  an 
administrative  action  seeking  an  order  of  prohibition 
against  two  individuals  who  were  officers,  directors, 
and  controlling  shareholders  of  a  now  insolvent  na¬ 
tional  bank  in  the  Northeastern  District.  The  prohibition 
actions  are  based  upon  respondents’  approval  of  nu¬ 
merous  extensions  of  credit  to,  or  for  the  benefit  of, 
bank  affiliates  and  related  interests  of  the  respondents. 
In  addition,  transactions  in  violation  of  the  bank’s  legal 
lending  limit  were  alleged  where  extensions  of  credit 
were  provided  for  the  direct  benefit  of  respondents. 

In  coordination  with  the  OCC’s  Midwestern  District 
office,  an  administrative  hearing  was  conducted  re¬ 
garding  alleged  violations  of  Regulation  Z  and  the  T ruth 
in  Lending  Act  by  a  national  bank.  Noting  that  the 
failure  to  disclose  a  blended  annual  percentage  rate 
was  a  violation  by  the  bank,  the  administrative  law 
judge  recommended  the  issuance  of  an  order  to  cease 
and  desist  requiring  adjustment  to  the  affected  con¬ 
sumers’  accounts.  The  OCC  is  currently  awaiting  the 
Comptroller’s  final  decision. 

Notices  of  charges  were  issued  against  two  institutions 
alleging  consumer  compliance  violations  of  the  Truth  in 
Lending  Act  and  Regulation  Z.  An  administrative  hear¬ 
ing,  open  to  the  public,  has  been  scheduled.  The  OCC 
seeks  an  order  to  cease  and  desist  to  compel  the 
institutions  to  adjust  the  affected  consumers’  accounts. 

The  OCC  issued  a  temporary  order  to  cease  and  desist 
against  a  bank  which  purchased  approximately  $9 
million  in  loans  through  a  brokerage  company  owned 
and  operated  by  parties  related  to  the  bank.  The  bank 
purchased  these  loans  at  100  percent  face  value,  with 
approximately  25  percent  of  the  purchase  price  going 
to  the  brokerage  company  as  "fees.”  A  large  portion  of 
the  "fees”  collected  by  the  brokerage  company  were 
then  transferred  to  directors  of  the  bank  and  to  direc¬ 
tors  of  the  bank’s  holding  company.  The  OCC  con¬ 
tends  that  these  brokerage  "fees"  were  excessive,  that 
the  "fees"  were  in  reality  a  constructive  dividend,  and 
that  the  approval  of  the  purchase  of  the  loans  con- 
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stitutes  a  conflict  of  interest.  After  the  bank  petitioned 
the  U.S.  district  court  for  an  injunction  and  declaratory 
relief,  a  second  temporary  order  was  served.  A  hearing 
on  the  permanent  order  to  cease  and  desist  has  been 
scheduled.  The  permanent  order  seeks  to  require  the 
bank  to  reduce  the  value  of  the  loans  on  the  bank’s 
books  and  to  prevent  any  similar  transactions. 

The  OCC  issued  7  notices  of  assessment  of  civil  money 
penalties  and  one  notice  of  intention  to  prohibit  further 
participation  against  a  bank’s  officers  and  directors  for 
severely  inaccurate  and  misleading  call  reports,  and 
violations  of  an  outstanding  order  to  cease  and  desist. 
The  bank  also  permitted  numerous  violations  of  the 
legal  lending  limits,  which  also  violated  the  order  to 
cease  and  desist.  Respondents  have  requested  an 
administrative  hearing,  which  is  being  scheduled. 

The  OCC  brought  civil  money  penalty  actions  against 
the  two  principal  shareholders,  and  all  directors,  of  two 
community  banks  in  the  Southwestern  District.  Ad¬ 
ditionally,  the  OCC  brought  removal/prohibition  actions 
against  both  banks’  two  principal  shareholders.  These 
actions  were  based  on  alleged  preferential  and  risky 
lending  to  the  two  principal  shareholders  and  inac¬ 
curate  filing  of  call  reports.  All  actions  were  settled  prior 
to  administrative  hearings.  The  directors  at  one  of  the 
affiliated  banks  agreed  to  pay  $2,000  penalties,  while 
the  directors  at  the  other  affiliated  bank  each  agreed  to 
pay  a  $2,500  penalty.  Both  of  the  principal  share¬ 
holders  agreed  to  lifetime  bars  from  participating  in  the 
banking  industry  and  a  total  $340,000  reimbursement 
to  the  banks  for  losses  on  loans  to  the  principal  share¬ 
holder  and  their  interests.  Additionally,  one  of  the  prin¬ 
cipal  shareholders  agreed  to  a  $15,000  civil  money 
penalty,  while  the  other  agreed  to  a  $5,000  penalty. 

The  OCC  reached  settlement  agreements  on  civil 
money  penalty  actions  brought  against  two  former 
directors  of  a  failed  national  bank  in  the  Southwestern 
District.  The  actions  were  brought  against  the  bank's 
former  president  and  a  former  director  for  alleged 
lending  limit  violations  on  loans  to  insiders  and  insider 
related  entities,  and  for  the  preferential  sale  of  a  bank 
premises  building  to  an  insider.  The  former  president 
agreed  to  pay  a  $1 ,500  penalty,  while  the  former  direc¬ 
tor  agreed  to  pay  a  $3,500  penalty. 

The  OCC  entered  into  comprehensive  formal  agree¬ 
ments  with  the  lead  banks  of  a  large  regional  banking 
corporation  in  New  England.  The  directors  of  the  bank 
agreed  to  review  the  banks’  management,  improve  the 
corporation’s  liquidity,  control  real  estate  lending,  and 
institute  policies  and  procedures  to  ensure  the  ac¬ 
curacy  of  the  banks’  allowances  for  loan  and  lease 
losses. 


The  OCC  brought  civil  money  penalty  and  removal 
actions  against  two  former  officers  of  a  failed  commu¬ 
nity  bank  in  the  Southwestern  District  based  on  numer¬ 
ous  and  repeated  legal  lending  limit  violations  and 
unsafe  and  unsound  banking  practices.  After  a  hearing 
on  the  case,  the  administrative  law  judge  recom¬ 
mended  the  issuance  of  removal  orders  and  $10,000 
assessments  against  the  individuals.  The  OCC  is  cur¬ 
rently  awaiting  final  agency  decisions  on  these  matters. 

The  OCC  issued  civil  money  penalties,  ranging  from 
$2,500  to  $5,500,  against  four  former  directors  of  a 
community  bank  in  the  Southeastern  District.  The  case 
was  based  on  violations  of  the  bank’s  legal  lending  limit 
and  the  filing  of  inaccurate  call  reports  in  violation  of  1 2 
U.S.C.  161. 

The  OCC  opened  an  order  of  investigation  into  the 
commercial  paper  program  of  a  regional  bank  in  the 
Northeastern  District.  The  investigation,  which  is  on¬ 
going,  focuses  on  the  alleged  unauthorized  transfers  of 
customer  funds  from  certificates  of  deposit  and  other 
insured  instruments  into  the  uninsured  commercial 
paper  of  the  bank's  holding  company.  The  OCC  is 
investigating  the  illegal  transfers  as  well  as  underlying 
conflicts  of  interest  which  may  have  caused  the  illegal 
transfers.  The  OCC  is  working  and  cooperating  with 
other  government  agencies  in  this  investigation.  The 
OCC  had  previously  placed  the  institution  into  con¬ 
servatorship  before  declaring  it  insolvent. 

After  an  examination  of  the  banks  within  a  major  bank 
holding  company  in  the  Northeastern  District,  the 
Comptroller  entered  into  comprehensive  formal 
agreements  with  two  of  the  banks,  requiring  the  banks 
to  take  action  to  reduce  their  levels  of  criticized  assets, 
maintain  adequate  liquidity,  review  the  adequacy  of 
their  allowance  for  loan  and  lease  losses  and  internal 
loan  review,  raise  capital,  and  review  and  revise  loan 
policies  and  improve  loan  administration  within  the 
commercial  real  estate  and  problem  loan  portfolios 

In  another  case  involving  banks  within  a  major  North¬ 
eastern  District  bank  holding  company,  the  lead  bank 
and  another  national  bank  adopted  commitment  letters 
after  an  examination  uncovered  weaknesses  in  man¬ 
agement  and  asset  quality.  In  the  commitment  letters, 
the  banks  committed  to  improving  management  and 
board  supervision,  reducing  the  level  of  criticized  as¬ 
sets,  reviewing  the  adequacy  of  their  allowance  for  loan 
and  lease  losses  and  internal  loan  review,  implement¬ 
ing  and  adopting  written  policies  governing  non¬ 
accrual  loans,  correcting  any  other  real  estate  owned 
(OREO)  violations,  and  improving  loan  administration 
within  the  commercial  real  estate  and  problem  loan 
portfolios. 
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In  a  litigated  action,  the  Federal  Reserve  Board  issued 
a  final  order  of  removal  and  prohibition  against  the 
former  chairman  of  the  board  of  a  national  bank.  The 
OCC  had  alleged  that  the  former  chairman  had  taken 
$1 00,000  from  an  aging  customer  and  used  the  money 
for  his  own  purposes. 

The  OCC  issued  temporary  orders  to  cease  and  desist 
against  three  institutions,  and  a  permanent  order  to 


cease  and  desist  against  one  institution,  in  the  North¬ 
eastern  District  which  were  making  preferential,  unsafe 
and  unsound  loans  to  their  insiders,  and  insiders  of  the 
other  institutions.  The  orders  prohibit  further  lending  to 
the  institutions’  insiders  who  had  received  the  loans, 
and  require  compliance  with  the  applicable  insider 
lending  laws. 
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NOTE:  Under  the  Financial  Institutions  Reform,  Recovery  and  Enforcement  Act  of  1989  (FIRREA),  the  federal  banking  agencies 
must  publish  and  make  available  to  the  public  any  final  order  issued  relating  to  enforcement  as  well  as  any  modification  or 
termination  of  such  orders.  This  section  lists  final  actions  taken  by  the  Office  of  the  Comptroller  of  the  Currency  (OCC)  since 
FIRREA.  Current  lists  of  actions  are  published  in  OCC's  monthly  publication  Interpretations.  Copies  may  be  obtained  from  the 
OCC’s  Communication  Division  in  Washington,  D  C. 
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Final  enforcement  actions  relating  to  national  banks,  August  1,  1989  to  December  31,  1989 


Effective  date 

Type  of  action 

Participant(s) 

Arizona 

September  8 

Cease  and  desist  order 

Gateway  National  Bank,  Phoenix,  Arizona 

Arkansas 

October  13 

Cease  and  desist  order 

Citizens  National  Bank  of  Walnut  Ridge,  Walnut,  Ridge,  Arkansas 

California 

September  25 

Cease  and  desist  order 

Wilshire  Center  Bank,  N  A  .  Los  Angeles,  California 

Colorado 

August  9 

Civil  money  penalties 

Walter  L  Stoel,  Carl  M  Duncan,  Stephen  R.  Levy,  Edward  W  Linkow, 
Enterprise  National  Bank,  Englewood,  Colorado 

August  22 

Civil  money  penalties 

Mark  A  Lamphier,  Gregg  A  Kinney,  Bergan  Park  National  Bank,  Evergreen, 
Colorado 

September  18 

Cease  and  desist  order 

Rocky  Mountain  National  Bank,  Denver,  Colorado 

November  13 

Civil  money  penalties 

David  L  Moll,  Marvin  W  Moll,  Security  Bank  of  Denver,  N  A  ,  Denver,  Colorado 

December  1 

Civil  money  penalty 

Gregg  A.  Kinney,  Bergen  Park  National  Bank,  Evergreen,  Colorado 

Indiana 

November  1 

Civil  money  penalties 

Mike  T.  Wood,  Patoka  National  Bank,  Patoka,  Indiana 

November  9 

Civil  money  penalty 

John  A  Ensor,  Patoka  National  Bank,  Patoka,  Indiana 

Iowa 

October  1 1 

Termination  of  cease  and  desist  order 

The  First  National  Bank  of  Sumner,  Sumner,  Iowa 

Minnesota 

September  8 

Civil  money  penalties 

Edward  Eilertson,  Kenneth  R  Bird,  Donald  Nickel,  Forest  Lorenz,  Edward  T 
Christian,  Donald  Van  Hove,  First  National  Bank  of  Kiester,  Kiester,  Minnesota 

Missouri 

October  18 

Termination  of  cease  and  desist  order 

The  Farmers  National  Bank  of  Ridgeway,  Bethany,  Missouri 

December  13 

Civil  money  penalties 

J  F  Cooke,  Roy  Landrum,  First  National  Bank  of  Callaway  County,  Fulton, 
Missouri 

Montana 

November  27 

Civil  money  penalties 

Jere  Manning,  John  Lawrence,  Elmer  Heberle,  W  D  Cunningham, 

H  R  Hansen,  First  National  Bank  in  Hysham.  Hysham,  Montana 

Nebraska 

November  27 

Removal 

Lavon  llene  Harsh,  Scottsbluff  National  Bank  and  Trust  Company,  Scottsbluff, 
Nebraska 

December  1 

Cease  and  desist  orders 

John  H  Becker,  The  First  National  Bank  of  Bowman,  Bowman,  North  Dakota, 
The  Otoe  County  National  Bank  and  T rust  Company,  Nebraska  City,  Nebraska 

Ohio 

August  30 

Amended  cease  and  order 

First  Bank,  N  A  ,  Cleveland,  Ohio 

Oklahoma 

September  15 

Removal  and  civil  money  penalty 

Austin  Lowrey,  American  National  Bank,  Elk  City,  Oklahoma 

October  13 

Termination  of  remedial  order 

First  National  Bank  and  Trust  Company  oil  Tulsa,  Tulsa.  Oklahoma 

November  27 

Civil  money  penalties  and  removals 

Larry  Baresel,  Jack  Rackley,  John  Hudson,  First  National  Bank  of  Tipton, 
Tipton.  Oklahoma,  First  National  Bank  of  Hammon  Hammon.  Oklahoma 
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Final  enforcement  actions  relating  to  national  banks,  August  1,  1989  to  December  31,  1989  —  continued 


Effective  date 

Texas 

September  13 
September  29 
October  24 


Type  of  action 


Cease  and  desist  order 
Cease  and  desist  order 
Civil  money  penalties 


November  2 
November  2 
December  12 
December  20 


Cease  and  desist  order 
Cease  and  desist  order 
Cease  and  desist  order 
Civil  money  penalty 


Participant(s) 


First  National  Bank,  Graford,  Texas 

The  First  National  Bank  of  Carthage,  Carthage,  Texas 

Jack  Burkholder,  Robert  Cochran,  Joe  Higgs,  Sandra  Lloyd,  Richard  Muir, 
John  R  Porter,  John  W  Porter,  Harvey  Thomas,  First  National  Bank  of  Sanger, 
Sanger,  Texas 

Memorial  Bank,  N  A  ,  Houston,  Texas 

Village  Green  National  Bank,  Jersey  Village,  Texas 

First  National  Bank  of  Dayton,  Dayton,  Texas 

Morris  I.  Waller,  Sam  Houston  National  Bank  of  Walker  County, 

Huntsville,  Texas 
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Final  enforcement  actions  relating  to  national  banks,  January  1  to  December  31,  1990 


Effective  date 

Type  of  action 

Participant(s) 

Alabama 

March  7 

Termination  of  cease  and  desist  order 

The  First  National  Bank  of  Ashland,  Ashland,  Alabama 

July  31 

Civil  money  penalty,  by  consent 

First  National  Bank  of  Hamilton,  Hamilton,  Alabama 

Arkansas 

May  24 

Civil  money  penalty,  by  consent 

Union  National  Bank  of  Arkansas,  Little  Rock,  Arkansas 

California 

July  17 

Civil  money  penalty,  by  consent 

Merchants  National  Bank,  Sacramento,  California 

July  17 

Civil  money  penalties,  by  consent 

Allen  R  Held,  Louis  Bein,  Robert  V  Kelley,  Clifford  Shank,  Kay  Baldwin, 
Victor  Morhaime,  Burbank  National  Bank,  Burbank,  California 

Colorado 

January  8 

Civil  money  penalty 

Michael  Cassidy,  Centennial  National  Bank,  Englewood  National  Bank, 
Englewood.  Colorado 

May  17 

Civil  money  penalty 

Robert  Reed,  Enterprise  National  Bank,  Englewood,  Colorado 

July  17 

Civil  money  penalty,  by  consent 

First  Colorado  Bank  of  Pueblo,  Pueblo,  Colorado 

July  18 

Civil  money  penalty,  by  consent 

United  Bank  of  Monaco,  N  A  ,  Denver,  Colorado 

July  25 

Cease  and  desist  order,  by  consent 

First  National  Bank  Castle  Rock,  Castle  Rock,  Colorado 

Connecticut 

April  16 

Cease  and  desist  order,  by  consent 

Connecticut  Bank  and  Trust,  N.A.,  Hartford,  Connecticut 

July  16 

Cease  and  desist  order,  by  consent 

Harbor  National  Bank  of  Connecticut,  Branford,  Connecticut 

Florida 

January  19 

Termination  of  cease  and  desist  order 

Peoples  First  National  Bank,  North  Miami  Beach,  Florida 

January  31 

Civil  money  penalty,  by  consent 

Morgan  Trust  Company  of  Florida,  N  A  ,  Palm  Beach,  Florida 

February  9 

Civil  money  penalty,  by  consent 

Sun  Bank  Capital  Management,  N  A  ,  Orlando,  Florida 

March  8 

Termination  of  cease  and  desist  order 

Peoples  First  National  Bank,  North  Miami  Beach,  Florida 

May  16 

Civil  money  penalty,  by  consent 

Banco  Pedroso,  N  A  ,  Coral  Gables,  Florida 

May  24 

Civil  money  pnealty,  by  consent 

The  Bank  of  New  York  Trust  Company,  Miami,  Florida 

July  17 

Civil  money  penalty,  by  consent 

Continental  National  Bank,  Miami,  Florida 

July  19 

Termination  of  cease  and  desist  order 

Community  National  Bank,  Mims,  Florida 

November  30 

Formal  agreement,  by  consent 

First  National  Bank  of  Bonita  Springs,  Bonita  Springs,  Florida 

December  17 

Formal  agreement,  by  consent 

Merchants  National  Bank,  Ft  Myers,  Florida 

Georgia 

December  1 1 

Formal  agreement,  by  consent 

The  First  National  Bank  of  Barnesville,  Barnesville,  Georgia 

Illinois 

February  8 

Civil  money  penalty,  by  consent 

J.  Robert  James,  First  National  Bank  and  Trust  Company  of  Gibson, 

Gibson  City,  Illinois 

February  12 

Civil  money  penalty,  by  consent 

Oakland  National  Bank,  Oakland,  Illinois 

March  1 

Civil  money  penalties,  consent  order, 
and  stipulation 

Cecil  K  Crews,  Burnham  E  Neal,  Kathleen  Steward.  Jack  E  Horsley. 

GM  Moritz,  Harry  Niemeyer,  James  W  Singer,  Jr  Warren  B  Kepp,  Arthur  L 
Willaredt,  Frank  McFarland,  Jr ,  Central  National  Bank  of  Mattoon, 

Mattoon,  Illinois 
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Final  enforcement  actions  relating  to  national  banks,  January  1  to  December  31,  1990  —  continued 


Effective  date 

Type  of  action 

Participant(s) 

March  26 

Cease  and  desist  order,  by  consent 

The  Cosmopolitan  National  Bank  of  Chicago,  Chicago,  Illinois 

August  2 

Removal 

James  E  Wells,  Cosmopolitan  National  Bank,  Chicago,  Illinois 

September  25 

Revocation  of  trust  powers 

Central  National  Bank  of  Mattoon,  Mattoon,  Illinois 

Indiana 

July  13 

Civil  money  penalty,  by  consent 

Citizens  National  Bank  of  Tipton,  Tipton,  Indiana 

Kansas 

January  24 

Civil  money  penalty,  by  consent 

Larry  D  Steele,  First  National  Bank  of  Tribune,  Tribune,  Kansas 

June  19 

Civil  money  penalty 

Roger  P  Leeseberg,  First  National  Bank  of  Oswego,  Oswego,  Kansas 

September  20 

Termination  of  cease  and  desist  order 

The  First  National  Bank  of  Conway  Springs,  Conway  Springs,  Kansas 

November  26 

Cease  and  desist  order,  by  consent 

The  First  National  Bank  of  Sterling,  Sterling,  Kansas 

Kentucky 

December  5 

Removal 

Carol  L.  Faith,  Liberty  National  Bank,  Louisville,  Kentucky 

Louisiana 

January  2 

Civil  money  penaly 

Dr  Samuel  Levatino,  First  National  Bank  of  East  Baton  Rouge,  Baton, 
Rouge,  Louisiana 

January  30 

Civil  money  penalty,  by  consent 

Whitney  National  Bank  in  St.  Tammany,  Mandeville,  Louisiana 

Maine 

May  4 

Cease  and  desist  order,  by  consent 

Maine  National  Bank.  Portland,  Maine 

Massachusetts 

February  26 

Cease  and  desist  order,  by  consent 

Bank  of  New  England,  N  A  ,  Boston,  Massachusetts 

May  11 

Cease  and  desist  order,  by  consent 

Bank  of  New  England  -  West,  N  A  ,  Springfield,  Massachusetts 

July  25 

Civil  money  penalty,  by  consent 

Wellington  Trust  Company,  N.A  ,  Boston,  Massachusetts 

December  31 

Consent  order 

The  First  National  Bank  of  Boston,  Boston,  Massachusetts 

Minnesota 

February  21 

Civil  money  penalty,  by  consent 

William  F  Prigge,  The  First  National  Bank  of  Bovey,  Bovey,  Minnesota 

February  26 

Civil  money  penalties,  stipulation, 
and  consent 

Donald  Aschbrenner,  Arnold  Porkkonen,  James  Beaton,  David  Daggett, 
Dixie  Johnson,  Raymond  Marr,  Robert  Lueben,  Curtis  Briggs,  First  National 
Bank  of  Detroit  Lakes,  Detroit  Lakes,  Minnesota 

March  20 

Civil  money  penalty 

Marvin  G  Braaten,  Larry  Hahn,  The  First  National  Bank  of  Bertha-Verndale, 
Bertha,  Minnesota 

April  9 

Termination  of  cease  and  desist  order 

The  Citizens  National  Bank  of  Madelia,  Madelia,  Minnesota 

July  20 

Civil  money  penalty,  by  consent 

John  A  Gernes,  Winona  National  &  Savings  Bank,  Winona.  Minnesota 

August  20 

Cease  and  desist  order,  by  consent 

The  First  National  Bank  at  St  James,  St  James,  Minnesota 

Mississippi 

June  21 

Civil  money  penalty,  by  consent 

Henry  E  McCaslin,  Jr ,  First  National  Bank  of  Rosedale,  Rosedale,  Mississippi 

Missouri 

September  24 

Termination  of  cease  and  desist  order 

First  National  Bank  of  Kirksville,  Kirksville,  Missouri 

Nebrasda 

March  14 

Termination  of  cease  and  desist  order 

The  First  National  Bank  of  Wahoo,  Wahoo.  Nebraska 
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Final  enforcement  actions  relating  to  national  banks ,  January  1  to  December  31,  1990  —  continued 


Effective  date 

Type  of  action 

Participant(s) 

August  31 

Civil  money  penalties,  by  consent 

Larry  K  Rogers,  A  L  Russell,  John  Russell,  First  National  Bank  and  Trust 
of  Fullerton,  Fullerton,  Nebraska 

October  9 

Civil  money  penalties,  by  consent 

Robert  C  Kayton,  Joseph  J  Geren,  First  National  Bank  and  Trust  of 
Fullerton,  Fullerton,  Nebraska 

New  Hampshire 

March  22 

Cease  and  desist  order,  by  consent 

Bank  Meridian,  N  A  ,  Hampton,  New  Hampshire 

New  Jersey 

July  19 

Cease  and  desist  order,  by  consent 

Mid  Jersey  National  Bank,  Somerville,  New  Jersey 

October  1 1 

Cease  and  desist  order,  by  consent 

Suburban  National  Bank,  Hillsborough  Township,  New  Jersey 

October  16 

Cease  and  desist  order,  by  consent 

Citizens  First  National  Bank  of  New  Jersey,  Ridgewood,  New  Jersey 

December  18 

Formal  agreement,  by  consent 

Midlantic  National  Bank/North,  West  Paterson,  New  Jersey 

December  20 

Formal  agreement,  by  consent 

Midlantic  National  Bank,  Newark,  New  Jersey 

New  Mexico 

October  5 

Cease  and  desist  order,  by  consent 

Southwest  National  Bank,  Albuquerque,  New  Mexico 

October  30 

Cease  and  desist  order,  by  consent 

Southwest  National  Bank,  Albuquerque,  New  Mexico 

New  York 

May  7 

Removal 

Eddy  L  Milstein,  Guardian  Bank,  N.A.,  Hempstead,  New  York 

May  8 

Removal 

Louis  B  Bernstein,  Guardian  Bank,  N.A  ,  Hempstead,  New  York 

September  17 

Cease  and  desist  order,  by  consent 

The  National  Bank  of  Hermon,  Hermon,  New  York 

October  22 

Civil  money  penalty,  by  consent 

Marine  Midland  Bank,  N.A,  Buffalo,  New  York 

December  20 

Formal  agreement,  by  consent 

Merchants  National  Bank  &  Trust  Co,  of  Syracuse,  Syracuse,  New  York 

December  20 

Formal  agreement,  by  consent 

Union  National  Bank,  Albany,  New  York 

Ohio 

June  9 

Civil  money  penalty,  by  consent 

John  H  Bustamante,  First  Bank,  N.A.,  Cleveland,  Ohio 

Oklahoma 

May  24 

Civil  money  penalty,  by  consent 

Union  National  Bank  of  Oklahoma,  Temple,  Oklahoma 

June  26 

Cease  and  desist  order,  by  consent 

National  Bank  of  Commerce  in  Pawhuska,  Pawhuska,  Oklahoma 

August  23 

Civil  money  penalty,  by  consent 

Susan  Johnson,  Ronald  M  Johnson,  Steven  Hill,  First  National  Bank 
of  Gracemont,  Gracemont,  Oklahoma 

August  27 

Civil  money  penalty,  by  consent 

Frank  G  Kliewer,  Jr.,  Cordell  National  Bank,  Cordell,  Oklahoma 

November  6 

Civil  money  penalty,  by  consent 

Mickey  M  Avery,  First  National  Bank  of  Braman,  Braman,  Oklahoma 

Rhode  Island 

May  3 

Cease  and  desist  order,  by  consent 

Bank  of  New  England  -  Old  Colony,  N  A  Providence,  Rhode  Island 

Texas 

January  10 

Cease  and  desist  order 

Texas  National  Bank  of  Jacksonville,  Jacksonville,  Texas 

January  1 1 

Cease  and  desist  order 

City  National  Bank  of  Kilgore,  Kilgore,  Texas 

January  18 

Cease  and  desist  order 

Dublin,  National  Bank,  Dublin,  Texas 

January  18 

Cease  and  desist  order,  by  consent 

The  First  National  Bank  in  Glen  Rose,  Glen  Rose,  Texas 
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Final  enforcement  actions  relating  to  national  banks,  January  1  to  December  31,  1990  —  continued 


Effective  date 

Type  of  action 

Participant(s) 

January  18 

Cease  and  desist  order  by  consent 

First  National  Bank  of  Hamilton,  Hamilton,  Texas 

January  31 

Civil  money  penalty,  by  consent 

Houston  National  Bank,  Houston.  Texas 

February  13 

Cease  and  desist  order  by  consent 

Duncanville  National  Bank  Duncanville,  Texas 

February  22 

Civil  money  penalty,  by  stipulation 
and  consent 

James  D  Austin,  Beaumont  Bank,  N  A  Beaumont,  Texas 

March  8 

Cease  and  desist  order  by  consent 

First  National  Bank  of  Cushing,  Cushing,  Texas 

March  14 

Cease  and  desist  order,  by  consent 

Zapata,  National  Bank,  Zapata,  Texas 

March  26 

Civil  money  penalties,  by  consent 

Neil  Rozell  John  Howison,  First  National  Bank  in  Bogata.  Bogata,  Texas 

April  10 

Cease  and  desist  order,  by  consent 

First  National  Bank  of  Bonham,  Bonham,  Texas 

May  1 

Civil  money  penalty,  stipulation, 
and  consent 

Jimmie  J  Jones  First  National  Bank  of  Bastrop,  Bastrop  Texas 

May  7 

Civil  money  penalties  by  consent 

Thomas  Flood.  Jack  C  Harvard,  Mark  Stephens,  Willow  Bend  National  Bank, 
Plano  Texas 

May  8 

Cease  and  desist  order  by  consent 

Citizens  National  Bank,  El  Campo,  Texas 

May  9 

Removal,  by  consent 

James  F  Epley,  Jr  Elliot  J  Bernstein,  Jere  D  Sink,  S  Chad  Godfrey,  Texana 
National  Bank  Belton,  Texas 

May  9 

Removal,  by  consent 

Nathaniel  Erick  Malcolm,  James  Comet  Barrus,  Jr ,  James  A  Trodden, 

Fred  Leroy  Harwood.  ResourceBank,  N  A  .  Houston,  Texas 

May  9 

Removal,  by  consent 

J  Owen  Yeates,  Bradley  Joel  Jorgenson,  Jedd  Pierce  Jones.  First  National 
Bank  of  Dayton  Dayton,  Texas 

May  21 

Civil  money  penalty 

Frank  C  Meyers.  Jr  First  National  Bank.  Graford,  Texas 

May  21 

Civil  money  penalty,  by  consent 

The  Moody  National  Bank  of  Galveston,  Galveston,  Texas 

May  24 

Civil  money  penalty,  by  consent 

Union  National  Bank,  Austin,  Texas 

May  25 

Civil  money  penalty 

Ronald  Blackstone,  First  National  Bank  in  Bogata,  Bogata  Texas 

May  25 

Removal,  by  consent 

Gloria  Medina  Reyna,  James  Walton  Townsend,  ResourceBank.  N  A  , 
Houston,  Texas 

June  13 

Civil  money  penalties,  by  consent 

Kenneth  T  Gibson  Harold  G  Habemcht  Fulton  Johnston  Dr  J  T  Roberts, 
J  F  Taylor,  Wilbur  Yates,  City  National  Bank  of  Kilgore.  Kilgore  Texas 

June  29 

Cease  and  desist  order  by  consent 

First  National  Bank  of  Huntsville  Huntsville,  Texas 

June  29 

Civil  money  penalty,  by  consent 

Peoples  National  Bank,  Bogata,  Texas 

August  9 

Cease  and  desist  order,  by  consent 

Planters  National  Bank,  Rosebud,  Texas 

August  15 

Cease  and  desist  order,  by  consent 

National  Bank  of  Damgerf leld  Daingerfield.  Texas 

August  21 

Cease  and  desist  order,  by  consent 

First  National  Bank  of  Deport,  Deport,  Texas 

September  12 

Civil  money  penalties  by  consent 

Franklin  Kasper,  Louis  Kolodzie  Fabian  Lyssy,  Jack  Malchoff 

Douglas  H  Semlmger.  John  Boening.  First  National  Bank  of  Poth,  Poth,  Texas 

October  1 

Civil  money  penalties,  by  consent 

Larry  Young  Timothy  B  Kirby  Trinity  National  Bank  Dallas,  Texas 

October  24 

Civil  money  penalties  by  consent 

William  F  Douglass  Joe  E  Key  John  C  Garvey,  Gary  A  Palmer, 

John  Eschberger  Liberty  National  Bank  Dallas,  Texas 

November  14 

Removals  civil  money  penalties 
by  consent 

Edwin  Wayne  Brown  Edwin  Wayne  Brown,  II,  The  City  National  Bank  of 
Kilgore,  Kilgore  Texas,  Texas  National  Bank  of  Jacksonville. 

Jacksonville,  Texas 
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Final  enforcement  actions  relating  to  national  banks,  January  1  to  December  31,  1990  —  continued 


Effective  date 
November  15 
December  12 

Virginia 
May  14 

December  4 

December  13 

West  Virginia 

March  12 

Puerto  Rico 
May  24 


Type  of  action 

Cease  and  desist  order,  by  consent 
Cease  and  desist  order,  by  consent 

Civil  money  penalty,  by  consent 
Cease  and  desist  order,  by  consent 
Cease  and  desist  order,  by  consent 

Cease  and  desist  order,  by  consent 

Civil  money  penalty,  by  consent 


Participant(s) 

First  National  Bank,  Ingleside,  Ingleside,  Texas 

The  First  National  Bank  of  Van  Alstyne,  Van  Alstyne,  Texas 

Powell  Valley  National  Bank,  Jonesville,  Virginia 
Powell  Valley  National  Bank,  Jonesville,  Virginia 
Rappahannock  National  Bank,  Washington,  Virginia 

The  National  Bank  of  Davis,  Davis,  West  Virginia 

Guido  Umpierre  Maymi  Banco  Nacional,  N  A  ,  Hato  Rey,  Puerto  Rico 
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Changes  in  the  structure  of  the  national  banking  system,  by  states,  July  1  to  December  31,  1990 


In 

operation 
June  30, 
1990 * 

Organized 
and  opened 
for  business 

Merged 

Voluntary 

liquidations 

Payouts 

12  use  214 

In  operation 
Dec  31.  1990 

Converted  to 
state  banks 

Merged  with 
state  banks 

Alabama 

51 

1 

0 

0 

0 

0 

0 

52 

Alaska . 

4 

0 

0 

0 

0 

0 

0 

4 

Arizona  . 

12 

0 

0 

0 

0 

0 

0 

12 

Arkansas  . 

80 

1 

1 

0 

0 

0 

0 

80 

California . 

164 

4 

2 

0 

0 

2 

2 

162 

Colorado . 

258 

1 

2 

0 

0 

3 

0 

254 

Connecticut  . 

17 

2 

1 

0 

0 

0 

0 

18 

Delaware . 

15 

1 

0 

0 

0 

0 

0 

16 

District  of  Columbia 

26 

1 

1 

0 

0 

0 

0 

26 

Florida . 

169 

0 

2 

0 

0 

0 

0 

167 

Georgia . 

66 

7 

0 

0 

0 

0 

0 

73 

Hawaii  . 

3 

0 

0 

0 

0 

0 

0 

3 

Idaho . 

7 

0 

0 

0 

0 

0 

0 

7 

Illinois  . 

350 

1 

3 

1 

0 

1 

0 

346 

Indiana  . 

89 

1 

1 

0 

0 

0 

1 

88 

Iowa . 

96 

2 

1 

1 

0 

0 

0 

96 

Kansas  . 

161 

3 

1 

0 

0 

1 

0 

162 

Kentucky . 

85 

1 

0 

0 

0 

0 

1 

85 

Louisiana  . 

48 

0 

0 

0 

0 

0 

1 

47 

Maine . 

7 

0 

0 

0 

0 

0 

0 

7 

Maryland . 

27 

0 

0 

0 

0 

0 

1 

26 

Massachusetts . 

33 

1 

4 

0 

0 

0 

1 

29 

Michigan . 

70 

0 

5 

0 

0 

0 

0 

65 

Minnesota . 

154 

2 

1 

0 

0 

0 

0 

155 

Mississippi  . 

26 

0 

0 

0 

0 

0 

0 

26 

Missouri . 

92 

0 

0 

0 

0 

0 

1 

91 

Montana  . 

43 

0 

0 

0 

0 

4 

0 

39 

Nebraska  . 

111 

0 

0 

0 

0 

2 

0 

109 

Nevada  . 

7 

0 

0 

0 

0 

0 

0 

7 

New  Hampshire . 

11 

1 

0 

0 

0 

0 

0 

12 

New  Jersey  . 

55 

2 

1 

0 

0 

0 

0 

56 

New  Mexico . 

41 

0 

0 

0 

0 

0 

0 

41 

New  York  . 

95 

1 

2 

1 

0 

0 

0 

93 

North  Carolina . 

16 

0 

0 

0 

0 

0 

1 

15 

North  Dakota  . 

29 

1 

1 

0 

0 

0 

0 

29 

Ohio . 

132 

1 

0 

0 

0 

0 

0 

133 

Oklahoma . 

169 

0 

1 

0 

0 

2 

0 

166 

Oregon  . 

7 

1 

0 

0 

0 

0 

0 

8 

Pennsylvania  . 

161 

0 

1 

0 

0 

0 

1 

159 

Rhode  Island  . 

5 

0 

0 

0 

0 

0 

0 

5 

South  Carolina . 

30 

1 

0 

0 

0 

0 

0 

31 

South  Dakota . 

21 

0 

0 

1 

0 

0 

0 

20 

Tennessee  . 

49 

0 

5 

0 

0 

0 

0 

44 

Texas  . 

635 

2 

16 

0 

2 

0 

8 

611 

Utah . 

7 

0 

0 

0 

0 

0 

0 

7 

Vermont . 

12 

0 

0 

0 

0 

0 

0 

12 

Virginia  . 

52 

0 

2 

0 

0 

0 

1 

49 

Washington  . 

27 

1 

1 

0 

0 

0 

0 

27 

West  Virginia . 

81 

1 

4 

0 

0 

0 

0 

78 

Wisconsin . 

111 

0 

9 

0 

0 

0 

2 

100 

Wyoming . 

32 

0 

0 

0 

0 

0 

0 

32 

Puerto  Rico . 

1 

0 

0 

0 

0 

0 

0 

1 

United  States  . . . 

4,050 

41 

68 

4 

2 

15 

21 

3.981 

NOTES:  Organized  and  opened  for  business  includes  all  state  banks  converted  to  national  banks  as  well  as  all  newly  formed  national  banks  The 
title  “merged"  is  a  generic  term  and  includes  all  mergers,  consolidations  and  purchase  and  assumptions  where  the  resulting  institution  is 
a  nationally  chartered  bank  Also  included  in  this  column  are  immediate  FDIC  assisted  "merger"  transactions  where  the  resulting 
institution  is  a  nationally  chartered  bank 

Voluntary  liquidations  include  only  straight  liquidations  of  national  banks  No  liquidations  pursuant  to  a  purchase  and  assumption 
transaction  are  included  in  this  total.  Liquidations  resulting  from  purchase  and  assumptions  are  included  in  the  "merged"  columns 
Payouts  include  all  failed  national  banks  where  FDIC  is  named  receiver  and  no  other  depository  institution  is  named  as  successor  The 
title  "merged"  is  a  generic  term  and  includes  all  mergers,  consolidations  and  purchase  and  assumptions  where  the  resulting  institution  is 
a  state-chartered  bank  Also  included  in  this  column  are  immediate  FDIC  assisted  "merger”  transactions  where  the  resulting  institution  is 
a  state-chartered  bank 
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Applications  for  national  bank  charters,  July  1  to  December  31,  1990 


Received 

Approved 

Denied 

Charters 

issued 

State-chartered 

banks 

converted  to 
national  banks 

Savings  and 
loan  associations 
converted  to 
national  banks 

Trust 

companies’ 

Nonbank 
banks ’ 

Alabama 

0 

0 

0 

0 

1 

0 

0 

0 

Alaska 

0 

0 

0 

0 

0 

0 

0 

0 

Arizona 

1 

0 

0 

0 

0 

0 

0 

1 

Arkansas 

0 

1 

1 

1 

0 

0 

0 

0 

California 

4 

1 

0 

4 

0 

0 

0 

0 

Colorado 

0 

12 

0 

1 

0 

0 

0 

0 

Connecticut 

0 

1 

1 

1 

1 

0 

0 

0 

Delaware 

0 

1 

0 

0 

1 

0 

0 

0 

District  of  Columbia 

0 

0 

0 

1 

0 

0 

0 

0 

Florida  . 

3 

2 

2 

0 

0 

0 

0 

0 

Georgia 

4 

4 

0 

7 

0 

0 

0 

0 

Hawaii  . 

0 

0 

0 

0 

0 

0 

0 

0 

Idaho  . 

0 

0 

0 

0 

0 

0 

0 

0 

Illinois . 

0 

0 

0 

0 

1 

0 

0 

0 

Indiana . 

0 

0 

0 

1 

0 

0 

0 

0 

Iowa 

0 

0 

0 

0 

2 

0 

0 

1 

Kansas  . 

0 

0 

0 

1 

2 

0 

0 

0 

Kentucky  . 

0 

1 

0 

1 

0 

0 

0 

0 

Louisiana  . 

1 

0 

0 

0 

0 

0 

0 

0 

Maine . 

0 

1 

0 

0 

0 

0 

0 

0 

Maryland . 

0 

1 

0 

0 

0 

0 

0 

0 

Massachusettes . 

1 

0 

0 

1 

0 

0 

0 

0 

Michigan  . 

0 

1 

0 

0 

0 

0 

0 

0 

Minnesota . 

0 

0 

0 

2 

0 

1 

0 

0 

Mississippi . 

0 

0 

0 

0 

0 

0 

0 

0 

Missouri  . 

1 

1 

0 

0 

0 

0 

0 

0 

Montana 

0 

0 

0 

0 

0 

0 

0 

0 

Nebraska 

2 

1 

0 

0 

0 

0 

0 

0 

Nevada  . 

0 

0 

0 

0 

0 

0 

0 

0 

New  Hampshire 

1 

1 

0 

1 

0 

0 

1 

0 

New  Jersey . 

1 

1 

0 

1 

1 

0 

0 

0 

New  Mexico  . 

0 

0 

0 

0 

0 

0 

0 

0 

New  York . 

0 

1 

0 

1 

0 

0 

0 

0 

North  Carolina 

1 

1 

0 

0 

0 

0 

0 

0 

North  Dakota . 

0 

0 

0 

1 

0 

0 

0 

0 

Ohio  . 

0 

3 

0 

1 

0 

0 

0 

0 

Oklahoma 

0 

0 

0 

0 

0 

0 

0 

0 

Oregon . 

0 

0 

0 

1 

0 

0 

0 

0 

Pennsylvania . 

1 

0 

0 

0 

0 

0 

0 

0 

Rhode  Island  . 

0 

0 

0 

0 

0 

0 

0 

0 

South  Carolina 

0 

1 

0 

1 

0 

0 

0 

0 

South  Dakota 

1 

0 

0 

0 

0 

0 

0 

0 

Tennessee 

1 

0 

0 

0 

0 

0 

0 

0 

Texas 

0 

0 

0 

1 

1 

0 

0 

0 

Utah  . 

0 

0 

0 

0 

0 

0 

0 

0 

Vermont  . 

0 

0 

0 

0 

0 

0 

0 

0 

Virginia  . 

1 

0 

0 

0 

0 

0 

0 

1 

Washington 

0 

0 

0 

1 

0 

0 

0 

0 

West  Virginia 

0 

0 

0 

1 

0 

0 

0 

0 

Wisconsin 

0 

0 

0 

0 

0 

0 

0 

0 

Wyoming 

0 

0 

0 

0 

0 

0 

0 

0 

Total 

24 

36 

4 

31 

10 

1 

1 

3 

'These  figures  are  included  in  the  figures  for  received,  approved,  denied  and  newly  organized 
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Applications  for  new  national  bank  charters,  approved  and  rejected,  by  states,  July  1  to  December  31,  1990 


ARKANSAS 

First  Exchange  Bank  of  Conway,,  National  Association,  Conway 
First  Commercial  Trust  Company,  National  Association,  Little  Rock 

CALIFORNIA 

Valley  Oaks  National  Bank,  Solvang 
COLORADO 

Firstbank  AT  1-225/Parker  Road,  National  Association,  Aurora 

Firstbank  of  Broomfield,  National  Association,  Broomfield . 

Firstbank  of  Colorado  Springs,  National  Association,  Colorado  Springs 
Firstbank  at  Florida/Sheridan,  National  Association,  Denver 

Firstbank  of  Bear  Valley,  National  Association,  Denver . 

Firstbank  of  Englewood,  National  Association,  Englewood . 

Nordstrom  National  Credit  Bank,  Englewood  . 

Firstbank  at  104th/Federal,  National  Association,  Federal  Heights 

Firstbank  at  84th/Pecos,  National  Association,  Federal  Heights . 

Firstbank  of  Greenwood  Village,  National  Association,  Greenwood  Village 
Firstbank  at  Broadway,  Littleton,  National  Association,  Littleton 
Firstbank  of  Parker,  National  Association,  Parker  . 

CONNECTICUT 

State  Street  Bank  and  Trust  Company  of  Connecticut,  National  Association,  Hartford 
Woodbury  National  Bank,  Woodbury . 

DELAWARE 

Associates  National  Bank  (Delaware),  Wilmington  . 

FLORIDA 

Florida  Commerce  Bank,  National  Association,  Bradenton 

Southwest  Florida  Bank,  National  Association,  Murdock . 

First  National  Bank  of  Pinellas,  Pinellas  Park 

First  National  Bank  of  Sarasota,  Sarasota  .  . 

GEORGIA 

Bainbridge  National  Bank,  Bainbridge . 

First  National  Bank  of  Coffee  County,  Douglas . 

Southern  National  Bank,  Douglasville . 

First  North  American  National  Bank,  Marietta . 

KENTUCKY 

Campbellsville  National  Bank,  Campbellsville 

MAINE 

Harbor  National  Bank,  Camden . 

MARYLAND 

Enterprise  National  Bank  of  Maryland,  Timonium  .  . 

MICHIGAN 

FMB-Trust  and  Financial  Services,  National  Association,  Holland  ........ 

MISSOURI 

Commerce  Bank  -  Ozark,  National  Association,  Ozark 

NEBRASKA 

Enterprise  Bank,  National  Association,  Omaha . 

NEW  HAMPSHIRE 

Ledyard  National  Bank,  Hanover . 

NEW  JERSEY 

Beneficial  National  Bank,  USA,  Peapack 

NEW  YORK 

Centennial  National  Bank,  New  York  . 

NORTH  CAROLINA 

Wilkes  National  Bank,  North  Wilkesboro 

OHIO 

Spirit  of  America  National  Bank,  Cincinnati 

Commerce  National  Bank  of  Columbus,  Columbus 

The  Trust  Company  of  Toledo,  National  Association,  Holland 

SOUTH  CAROLINA 

Southtrust  Bank  of  Columbia,  National  Association,  Columbia 


Approved 


July  30 


Dec  21 


Oct  5 
Oct  5 
Dec  28 
Oct  5 
Oct  5 
Oct  5 
Aug  27 
Oct  5 
Oct  5 
Oct.  5 
Oct  5 
Oct  5 


Aug  28 


Dec.  4 


Aug  28 
Nov  26 


Oct  18 
Dec.  14 
Nov.  8 
Sept  10 


Aug  28 


Oct  9 


Aug  28 


Sept  20 


Oct  9 


July  23 


Nov.  7 


Dec  13 


Sept  13 


Dec  21 


Dec  19 
Aug  22 
Oct  22 


Sept  12 


Rejected 


Aug  30 


Aug  13 


July  10 


Aug  16 
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New  national  bank  charters  issued,  July  1  to  December  31,  1990 


Title  and  location  of  bank 

Charter 

number 

Date 

open 

ARKANSAS 

Arvest  Trust  Company,  National  Association.  Rogers  . 

18774 

October  1 

CALIFORNIA 

Valley  Merchants  Bank,  National  Association.  Hemet 

22078 

July  5 

First  Valley  National  Bank,  Lancaster  . 

21992 

December  10 

Temecula  Valley  National  Bank,  Temecula 

018773 

July  16 

Windsor  Oaks  National  Bank,  Windsor . 

22112 

October  25 

COLORADO 

The  Bank  of  Cherry  Creek,  National  Association,  Denver  . 

222332 

August  16 

CONNECTICUT 

State  Street  Bank  and  Trust  Company  of  Connecticut,  National  Association,  Hartford 

22272 

September  14 

DISTRICT  OF  COLUMBIA 

Treasury  Bank,  Washington . 

21213 

September  5 

GEORGIA 

Community  National  Bank,  Ashburn  . 

22035 

August  6 

Wayne  National  Bank,  Jesup  . 

22047 

September  26 

Commercial  Bank  of  Gwinnett,  National  Association,  Lawrenceville . 

22006 

July  27 

First  North  American  National  Bank,  Marietta 

22196 

November  19 

The  Savannah  Bank,  National  Association,  Savannah . 

22152 

August  22 

The  First  National  Bank  of  Henry  County,  Stockbridge 

21983 

December  1 1 

North  Georgia  National  Bank,  Woodstock  . 

21919 

July  30 

INDIANA 

American  National  Trust  and  Investment  Management  Company,  Muncie  . 

22148 

July  2 

KANSAS 

First  Colonial  Bank,  National  Association,  Prairie  Village 

22331 

August  10 

KENTUCKY 

Campbellsville  National  Bank,  Campbellsville . 

22225 

December  14 

MASSACHUSETTS 

Anawon  Trust,  National  Association,  Attleboro  . 

22059 

October  1 

MINNESOTA 

Century  Bank,  National  Association,  Eden  Prairie . 

22135 

December  31 

First  Farmers  &  Merchants  National  Bank,  Fairmont  . 

22351 

September  9 

NEW  HAMPSHIRE 

First  Deposit  National  Credit  Card  Bank,  Concord . 

22028 

December  28 

NEW  JERSEY 

Beneficial  National  Bank,  USA,  Peapack  . 

22160 

December  28 

NEW  YORK 

New  York  Capital  Bank,  National  Association,  New  York  City  . 

22295 

July  6 

NORTH  DAKOTA 

Bismarck  National  Bank,  Bismarck  . 

22352 

September  21 

OHIO 

The  Trust  Company  of  Toledo,  National  Association,  Holland . 

22281 

December  4 

OREGON 

U  S  Bank.  National  Association,  Beaverton .  . 

22243 

December  10 

SOUTH  CAROLINA 

Summit  National  Bank,  Greenville 

22104 

July  5 

TEXAS 

U  S  Trust  Company  of  Texas,  National  Association,  Rowlett 

18782 

December  7 

WASHINGTON 

Mt  Rainier  National  Bank,  Enumclaw 

22034 

July  2 

WEST  VIRGINIA 

The  National  Bank  of  West  Virginia,  Morgantown 

22049 

November  6 
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State-chartered  banks  converted  to  national  banks,  July  1  to  December  31,  1989 


Title  and  location  of  bank 

Effective  date 

Total  assets 

ALABAMA 

Southtrust  Bank  of  Talladega  County,  National  Association  (22256),  conversion 
of  Southtrust  Bank  of  Talladega  County,  Sylacauga . 

November  1 

$  35.290,000 

CONNECTICUT 

State  Savings  Bank,  National  Association  (22316),  conversion  of  State 

Savings  Bank,  Southington . 

December  15 

862,334,000 

DELAWARE 

Nationsbank,  National  Association  (22279),  conversion  of  NCNB  America  Bank,  Dover  . 

December  13 

15,275,000 

ILLINOIS 

First  of  America  Bank-Quad  Cities,  National  Association  (22133),  conversion  of 

First  of  America  Bank-Whiteside  County,  Morrison  . 

October  1 

52,136,000 

IOWA 

First  Bank,  National  Association  (22198),  conversion  of  First  Bank,  Davenport 

August  15 

121,576,000 

First  Interstate  Bank  of  Iowa-Northwest,  National  Association  (22333),  conversion 
of  First  Interstate  Bank  of  Estherville,  Estherville  . 

December  14 

43,023,000 

KANSAS 

Haysville  Bank,  National  Association  (22184),  conversion  of  the  Haysville 

State  Bank.  Haysville . 

October  1 

78,340,000 

The  Home  National  Bank  (22268),  conversion  of  Home  State  Bank,  Little  River  . 

October  31 

10,828,000 

NEW  JERSEY 

Carnegie  Bank,  National  Association  (22217),  conversion  of  Carnegie 

Bank,  West  Windsor . 

October  1 

51,345,000 

TEXAS 

Texas  Commerce  Bank-Odessa,  National  Association  (22200),  conversion 
of  Texas  Commerce  Bank-Odessa,  Odessa . 

July  2 

212,840,000 
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Savings  and  loan  associations  converted  to  national  banks,  July  1  to  December  31,  1990 


Title  and  location  of  bank 

Effective  date 

Total  assets 

MINNESOTA 

Norwest  National  Bank  (22247),  conversion  of  First  Minnesota  Savings  Bank, 

F  SB,  Minneapols 

December  14 

$3,130,786,000 
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National  banks  converted  to  state  banks,  July  1  to  December  31,  1990 


Title  and  location  of  bank 

Effective  date 

Total  assets 

CALIFORNIA 

National  Bank  of  Catalina,  Avalon  (17547)  . 

Bank  of  Southern  California,  National  Association,  San  Diego,  California  (17554) 

July  10 

July  19 

$  39,000.000 
146,082,000 

COLORADO 

Omnibank  Parker  Road,  National  Association,  Aurora,  Colorado  (17270)  . 

Omnibank  University  Hills,  National  Association,  Denver,  Colorado  (17099) . 

Omnibank  Arapahoe,  National  Association,  Englewood,  Colorado  (17947) . 

November  26 
November  26 
November  26 

19,991,000 

123.000 

14,259,000 

ILLINOIS 

First  Colonial  Bank,  National  Association,  Downers  Grove,  Illinois  (16413)  . 

August  31 

32,601 ,000 

KANSAS 

First  National  Bank  in  Mankato,  Mankato,  Kansas  (6817)  . 

July  1 

15,258.000 

MONTANA 

Montana  Bank  of  Baker,  National  Association,  Baker,  Montana  (11074)  . 

Montana  Bank  of  Circle,  National  Association,  Circle,  Montana  (11101)  . 

Montana  Bank  of  Red  Lodge,  National  Association,  Red  Lodge,  Montana  (15936)  . 

Montana  Bank  of  Sidney,  National  Association,  Sidney,  Montana  (10926)  . 

September  28 
September  14 
September  5 
September  20 

16,717,000 

20,006,000 

26,546,000 

NEBRASKA 

United  Nebraska  Bank,  National  Association,  Grant,  Nebraska  (13419)  . 

Security  National  Bank,  Sidney,  Nebraska  (12552) . 

November  9 
September  10 

38,655,000 

61,174,000 

OKLAHOMA 

First  National  Bank  of  Cleveland,  Cleveland,  Oklahoma  (5911)  . 

Guaranty  National  Bank,  Tulsa,  Oklahoma  (15415) . 

August  1 

July  1 

— 
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National  banks  merged  into  state  banks,  July  1  to  December  31,  1990 


Title  and  location  of  bank 

Charter 

number 

Effective 

date 

CALIFORNIA 

Empire  Bank,  National  Association,  Ontario,  California 

17806 

December  3 

Torrance  National  Bank,  Torrance,  California 

16202 

October  19 

INDIANA 

Society  Bank,  Angola,  National  Association,  Angola,  Indiana 

14515 

July  1 

KENTUCKY 

The  Fifth  Third  Bank  of  Campbell  County,  National  Association,  Fort  Thomas,  Kentucky 

2726 

July  16 

LOUISIANA 

Commercial  National  Bank  and  Trust  Company,  Baton  Rouge,  Louisiana 

18400 

October  19 

MARYLAND 

Bay  National  Bank,  Annapolis,  Maryland 

18586 

September  30 

MASSACHUSETTS 

Baybank  Southeast,  National  Association,  Taunton,  Massachusetts 

5944 

November  23 

MISSOURI 

Boatmen's  National  Bank  of  Neosho,  Neosho.  Missouri 

6382 

August  20 

NORTH  CAROLINA 

Planters  National  Bank  &  Trust  Company,  Rocky  Mount,  North  Carolina 

10608 

November  5 

PENNSYLVANIA 

First  National  Bank  of  Stoneboro,  Stoneboro,  Pennsylvania 

6638 

November  30 

TEXAS 

First  National  Bank  of  Corpus  Christi,  Corpus  Christi,  Texas 

15018 

August  9 

Lone  Star  National  Bank,  Dallas,  Texas 

18333 

November  2 

Citizens  National  Bank,  El  Campo,  Texas 

18318 

August  30 

Western  National  Bank  of  Texas,  Fort  Worth,  Texas 

17587 

September  14 

City  National  Bank  of  Irving,  Irving,  Texas 

21233 

September  20 

First  National  Bank  of  Levelland,  Levelland,  Texas 

12798 

August  30 

Metropolitan  National  Bank,  McAllen,  Texas 

16040 

October  19 

Chisholm  National  Bank,  Plano,  Texas 

20956 

August  30 

VIRGINIA 

National  Bank  of  Northern  Virginia,  Sterling,  Virginia 

21140 

September  20 

WISCONSIN 

First  National  Bank,  Chippewa  Falls,  Wisconsin 

2125 

July  14 

M&l  Northern  National  Bank,  Rhinelander,  Wisconsin 

16815 

August  1 
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National  banks  liquidated  under  emergency  procedures,  July  1  to  December  31,  1990 


Title  and  location  of  bank 

Effective  date 

Total  assets 

TEXAS 

Trinity  National  Bank,  Benbrook,  Texas  (18246)  . 

Citizens  National  Bank,  Kerrville,  Texas  (20001) 

November  1 
September  14 

$29,980,000 

$12,917,000 
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Mergers  consummated  involving  a  single  operating  bank,  July  1  to  December  31,  1990 

(Dollar  amounts  in  thousands) 


Date 

consummated 

Merging  banks 

Resulting  bank 

Total  assets 

September  27 

ALABAMA 

The  Camden  National  Bank,  Camden 

The  Camden  National  Interim  Bank,  Camden 

The  Camden  National  Bank,  Camden  (8217)  . 

$  36,983 

December  28 

CALIFORNIA 

Citizens  National  Bank,  Hanford 

MK  Interim  Bank,  National  Association,  Visalia 

MK  Bank,  National  Association,  Visalia  (16278)  . 

109,400 

November  30 

CONNECTICUT 

The  Citizens  National  Bank,  Putnam 

The  Interim  National  Bank  of  Putnam,  Putnam 

The  Citizens  National  Bank,  Putnam  (12954) . 

59,275 

July  20 

ILLINOIS 

Plainfield  National  Bank,  National  Association,  Plainfield 

PNB  National  Bank,  Plainfield 

First  Midwest  Bank/Plainfield ,  National  Association,  Plainfield  (14441)  . 

72,762 

July  31 

The  First  National  Bank  in  Tremont,  Tremont 

Tremont  Second  National  Bank,  Tremont 

The  First  National  Bank  in  Tremont,  Tremont  (13579)  . 

19,855 

November  30 

The  National  Bank  &  Trust  Company  of  Sycamore.  Sycamore 

Nl  Interim  National  Bank,  Sycamore 

The  National  Bank  &  Trust  Company  of  Sycamore,  Sycamore  (13872) . 

168,476 

The  First  National  Bank  of  Jonesboro,  Jonesboro 

Republic  National  Bank  of  Jonesboro,  Jonesboro 

The  First  National  Bank  of  Jonesboro,  Jonesboro  (12373) . 

34,407 

Republic  National  Bank  of  Pontiac,  Pontiac 

The  Pontiac  National  Bank,  Pontiac 

The  Pontiac  National  Bank,  Pontiac  (14260)  . 

100,619 

August  6 

KENTUCKY 

The  First  National  Bank  of  Grayson,  Grayson 

The  First  Interim  National  Bank  of  Grayson,  Grayson 

The  First  National  Bank  of  Grayson,  Grayson  (12982) . 

58,752 

July  26 

MASSACHUSETTS 

First  National  Bank  of  the  Berkshires,  Lee 

Interim  National  Bank  of  the  Berkshires,  Lee 

First  National  Bank  of  the  Berkshires,  Lee  (855) . 

39,066 

November  30 

MICHIGAN 

The  First  National  Bank  of  Nonway,  Norway 

New  Norway  Interim  National  Bank,  Norway 

The  First  National  Bank  of  Nonway,  Norway  (6863)  . 

38,502 

July  31 

NEW  JERSEY 

Newfield  National  Bank,  Newfield 

First  National  Bank  in  Newfield,  Newfield 

Newfield  National  Bank,  Newfield  (14240)  . 

102,306 

December  31 

OHIO 

The  First  National  Bank  of  Blanchester,  Blanchester 

The  FNB  National  Bank  of  Blanchester.  Blanchester 

The  First  National  Bank  of  Blanchester,  Blanchester  (8588) 

36,081 

July  1 

PENNSYLVANIA 

Commercial  National  Bank  of  Westmoreland  County,  Latrobe 

Latrobe  Interim  National  Bank,  Latrobe 

Commercial  National  Bank  of  Westmoreland  County,  Latrobe  (14133) 

182,889 

July  2 

VIRGINIA 

Second  National  Bank,  Culpeper 

SNB  Bank,  National  Association,  Culpeper 

Second  National  Bank,  Culpeper  (5394) 

183,761 
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Mergers  consummated  involving  a  single  operating  bank,  July  1  to  December  31,  1990  —  Continued 

(Dollar  amounts  in  thousands) 


Date 

consummated 

Merging  banks 

Resulting  bank 

Total  assets 

December  18 

WASHINGTON 

North  Cascades  National  Bank,  Chelan 

North  Cascades  Interim  National  Bank,  Chelan 

North  Cascades  National  Bank,  Chelan  (21107)  . 

27,396 
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Federal  branches  and  agencies  of  foreign  banks,  by  state 


Federal  branches 
and  agencies — 

open 

July  1.  19891 

Applications,  July  1  to  December  31,  1990 

Federal 
branches  and 
agencies 

opened  July  1 
to 

December  31.  1990 

Federal 
branches  and 
agencies 

closed  July  1 
to 

December  31.  1990 

Federal 
branches  and 

Received 

Approved 

Disapproved 

Withdrawn 

agencies — 
open 

December  31.  1990 

Total 

80 

8 

4 

0 

0 

1 

1 

80 

Federal  branch 

California 

4 

0 

0 

0 

0 

0 

0 

4 

District  of  Columbia 

1 

0 

0 

0 

0 

0 

0 

1 

Illinois 

1 

1 

0 

0 

0 

0 

0 

1 

New  York 

49 

3 

1 

0 

0 

1 

1 

49 

Washington 

0 

0 

0 

0 

0 

0 

0 

0 

Limited  federal  branch 
California 

9 

2 

2 

0 

0 

0 

0 

9 

District  of  Columbia 

3 

1 

0 

0 

0 

0 

0 

3 

Illinois 

4 

1 

1 

0 

0 

0 

0 

4 

New  York 

8 

0 

0 

0 

0 

1 

1 

8 

Federal  agency 

Florida 

1 

0 

0 

0 

0 

0 

0 

1 
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Assets,  liabilities  and  capital  accounts  of  national  banks,  December  31,  1989,  and  December  31 ,  1990 

(Dollar  amounts  in  millions) 


Dec  31,  1989 

Dec  31,  1990 

Change  Dec  31,  1989 — 
Dec  31,  1990 

Fully  consolidated 

Consolidated 
foreign  and 
domestic 

Consolidated 
foreign  and 
domestic 

Amount 

Percent 

Assets 

Cash  and  balances  due  from  depository  institutions: 

Noninterest-bearing  balances  and  currency  and  coin 

$  139,623 

$  139,738 

$  114 

0  08 

Interest-bearing  balances  . 

71,723 

51,377 

(20,346) 

-28  37 

Securities . 

294.803 

312,874 

18,071 

6  13 

Federal  funds  sold  and  securities  purchased  under  agreements 
to  resell  . 

85,554 

88,124 

2,571 

3  00 

Loans  and  leases,  net  of  unearned  income . 

1,271,014 

1,275,494 

4,481 

035 

Less  allowance  for  loan  and  lease  losses  . 

32,361 

34,109 

1,748 

5  40 

Less  allocated  transfer  risk  reserve . 

207 

170 

(37) 

-17  81 

Net  loans  and  leases  . 

1,238,446 

1,241,214 

2,769 

0  22 

Premises  and  fixed  assets . 

28,593 

30,065 

1,473 

5  15 

Other  real  estate  owned . 

9,211 

14,437 

5,226 

56.74 

Other  assets  . 

108,025 

105,724 

(2,301) 

-2.13 

Total  assets . 

1,975,977 

1,983,553 

7,577 

0  38 

Liabilities 

Deposits: 

Noninterest-bearing  deposits  in  domestic  offices . 

285,161 

292,195 

7,034 

2.47 

interest-bearing  deposits  in  domestic  offices  . 

1,019,563 

1,078,663 

59,100 

580 

Total  domestic  deposits . 

1,304,724 

1,370,857 

66,133 

507 

Total  foreign  deposits . 

197,965 

184,797 

(13,168) 

-6  65 

Total  deposits . 

1,502,688 

1,555,654 

52,966 

352 

Federal  funds  purchased  and  securities  sold  under  agreements 

to  repurchase . 

185,561 

146,637 

(38,924) 

-20  98 

Demand  notes  issued  to  the  U  S  Treasury  . 

14,505 

14,730 

225 

1.55 

Other  borrowed  money . 

77,797 

64,239 

(13,558) 

-17  43 

Subordinated  notes  and  debentures . 

11,714 

15,244 

3,530 

30  14 

All  other  liabilities . 

69,985 

67,119 

(2,866) 

—4  10 

Total  liabilities . 

1,862,251 

1,863,623 

1,373 

0  07 

Limited-life  preferred  stock  . 

79 

1 

(78) 

-99  22 

Equity  capital 

Perpetual  preferred  stock  . 

794 

483 

(311) 

-39.11 

Common  stock . 

16,591 

16,442 

(149) 

-0  90 

Surplus . 

42,609 

49,270 

6,661 

15  63 

Net  undivided  profits  and  capital  reserves  . 

54,019 

54,202 

183 

0  34 

Cumulative  foreign  currency  translation  agreements . 

(376) 

(473) 

(97) 

-25  78 

Total  equity  capital  . 

113,636 

119,924 

6,287 

553 

Total  liabilities,  limited-life  preferred  stock,  and  equity  capital 

1,975.977 

1,983,553 

7,577 

038 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  December  31,  1990 

(Dollar  amounts  in  millions) 


Consolidated 
foreign  and 
domestic 

Percent 

distribution 

Interest  income 

Interest  and  fee  income  on  loans  . 

$144,302 

752 

Income  from  lease  financing  receivables  . 

3,496 

1.8 

Interest  income  on  balances  due  from  depository  institutions  . 

6,955 

3.6 

Interest  and  dividend  income  on  securities  . 

27,109 

14.1 

Interest  income  from  assets  held  in  trading  accounts  . 

2,734 

14 

Interest  income  from  federal  funds  sold  and  securities  purchased  under  agreements 

to  resell . 

7,372 

191,968 

3.8 

Total  interest  income  . 

100  0 

Interest  expense 

Interest  on  deposits  . 

95,667 

76.7 

Expense  of  federal  funds  purchased  and  securities  sold  under  agreements  to 

repurchase . 

14,598 

11.7 

Interest  on  demand  notes  issued  to  the  U  S  Treasury  and  on  other  borrowed  money 

13,215 

106 

Interest  on  mortgage  indebtedness  and  obligations  under  capitalized  leases . 

158 

0.1 

Interest  on  notes  and  debentures  subordinated  to  deposits . 

1,037 

0.8 

Total  interest  expense . 

124,674 

100  0 

Net  interest  income  . 

67,293 

Provision  for  loan  and  lease  losses . 

20,811 

Provision  for  allocated  transfer  risk . 

(36) 

Noninterest  income 

Service  charges  on  deposit  accounts  . 

7,192 

20  7 

Other  noninterest  income  . 

27,476 

79  3 

Total  noninterest  income . 

34,667 

100  0 

Gams  and  losses  on  securities  not  held  in  trading  accounts . 

284 

Noninterest  expense: 

Salaries  and  employee  benefits . 

30,439 

43  4 

Expenses  of  premises  and  fixed  assets  (net  of  rental  income)  . 

10,517 

15  0 

Other  noninterest  expense  . 

29,180 

41.6 

Total  noninterest  expense . 

70,136 

100  0 

Income  (loss)  before  income  taxes  and  extraordinary  items  and  other  adjustments . 

11,333 

Applicable  income  taxes . 

4,233 

Income  before  extraordinary  items  and  other  adjustments  . 

7,100 

Extraordinary  items  and  other  adjustments,  net  of  taxes  . 

297 

Net  income  . 

7  398 

Total  cash  dividends  declared2 . 

7,623 

Recoveries  credited  to  allowance  for  possible  loan  losses . 

2,775 

Losses  charged  to  allowance  for  possible  loan  losses  . 

21,574 

Net  loan  losses  . 

18,798 

'Banks  with  assets  of  less  than  $100  million  report  this  item  only  in  their  December  Report  of  Income 
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Loans  of  national  banks,  by  states,  December  31,  1990 

(Dollar  amounts  in  millions) 


Total 

loans, 

gross 

Domestic  offices 

Total 

loans 

at 

foreign 

offices 

Loans 

secured 

by 

real 

estate 

Loans 

to 

farmers 

Commercial 

and 

industrial 

loans 

Personal 

loans 

to 

individuals 

Other 

loans 

All  national  banks  . 

$1,283,372 

$478,506 

$14,828 

$319,178 

$108,610 

$223,541 

$138,709 

Alabama  . 

10.792 

4,330 

46 

3,333 

750 

2,332 

0 

Alaska  . 

1,421 

553 

2 

536 

39 

285 

7 

Arizona . 

10,377 

3,378 

406 

2,305 

1,975 

2,313 

0 

Arkansas  . 

5,835 

2,714 

195 

1,337 

1,134 

455 

0 

California  . 

187,790 

87,349 

2,234 

34,448 

2,765 

29,973 

31,022 

Colorado  . 

10,932 

4,252 

471 

2,366 

2,714 

1,129 

0 

Connecticut . 

12,242 

7,377 

24 

3,067. 

118 

1,655 

0 

Delaware  . 

11,727 

545 

1 

159 

8,440 

2,582 

0 

District  of  Columbia 

10,737 

5,049 

0 

2,839 

64 

1,961 

824 

Florida  . 

65,429 

36,633 

179 

10,833 

6,531 

1 1 . 1 20 

133 

Georgia  . 

25,893 

9,948 

70 

7,082 

2,453 

6,140 

200 

Hawaii  . 

196 

121 

0 

61 

12 

3 

0 

Idaho  . 

4,708 

1,202 

500 

1,281 

1,392 

333 

0 

Illinois . 

67,816 

19,558 

812 

25,506 

6,214 

9,286 

6,440 

Indiana . 

21,504 

8,322 

298 

5,506 

3,973 

3,405 

0 

Iowa  . 

6,092 

2,249 

601 

1,431 

1,431 

378 

0 

Kansas  . 

6,890 

2,579 

856 

1,651 

1,428 

375 

0 

Kentucky  . 

10,302 

3,538 

121 

3,003 

1,308 

2,328 

3 

Louisiana . 

12,790 

5,274 

65 

3,419 

1,308 

2,392 

331 

Maine  . 

2,670 

1,747 

7 

511 

331 

75 

0 

Maryland  . 

19,457 

8,352 

18 

3,904 

3,784 

3,111 

288 

Massachusetts  . 

37,558 

13,174 

32 

13,740 

203 

6,185 

4,224 

Michigan  . 

33,716 

12.298 

126 

11,444 

2,210 

6,291 

1,346 

Minnesota  . 

23,812 

7,290 

494 

8,552 

1,579 

5,707 

191 

Mississippi  . 

5,414 

2,224 

78 

1,360 

767 

985 

0 

Missouri  . 

18,250 

7,902 

266 

4,983 

1,920 

3,178 

0 

Montana . 

1,976 

599 

201 

546 

572 

58 

0 

Nebraska . 

6,549 

1,719 

1,195 

1,220 

1,979 

437 

0 

Nevada  . 

7,805 

1,636 

14 

638 

5,276 

241 

0 

New  Hampshire  . 

1,592 

810 

0 

482 

269 

30 

0 

New  Jersey . 

46,276 

23,148 

15 

12,748 

2,915 

7,266 

183 

New  Mexico  . 

3,751 

1,915 

115 

759 

820 

142 

0 

New  York . 

224,250 

59,569 

345 

39,260 

5,025 

30,390 

89,659 

North  Carolina  . 

37,547 

15,483 

152 

12,037 

399 

8.743 

733 

North  Dakota  . 

1,523 

564 

213 

354 

319 

73 

0 

Ohio  . 

57,350 

19,270 

303 

15,862 

6,630 

15,215 

70 

Oklahoma  . 

6,943 

2,781 

625 

1,809 

865 

864 

0 

Oregon  . 

12,269 

3,684 

283 

4,278 

106 

3,918 

0 

Pennsylvania . 

70,958 

23,313 

112 

23,957 

5.357 

16,331 

1,887 

Puerto  Rico  . 

45 

15 

0 

9 

20 

1 

0 

Rhode  Island  . 

8,392 

2,584 

1 

3,114 

7 

2,650 

36 

South  Carolina  . 

14,009 

6,725 

51 

3,028 

2,429 

1,776 

0 

South  Dakota  . 

1 1 ,907 

683 

318 

1,460 

9,310 

135 

0 

Tennessee  . 

15,158 

5,946 

59 

4,111 

962 

4.080 

0 

Texas  . 

58,964 

19,264 

1,491 

20,532 

4,878 

11,795 

1,004 

Utah  . 

4,954 

1,755 

98 

1,113 

141 

1,848 

0 

Vermont  . 

1,811 

1,130 

26 

404 

222 

28 

0 

Virginia . 

19,430 

8,860 

112 

4,730 

1,008 

4,718 

2 

Washington . 

25,943 

10,746 

886 

6,736 

700 

6,761 

114 

West  Virginia . 

5,761 

2,828 

1 1 

1,100 

1,632 

191 

0 

Wisconson  . 

13,045 

5,259 

212 

4,013 

1,700 

1,851 

10 

Wyoming  . 

814 

260 

87 

222 

223 

22 

0 

‘Zeros  indicate  amounts  of  less  than  $500,000 
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Deposits  of  national  banks,  by  states,  December  31,  1990 
(Dollar  amounts  in  millions) 


Total 
demand 
deposits  at 
domestic 
offices 

All 

NOW 

accounts 

Money 

market 

deposit 

accounts 

Large 

time 

deposits 

All  other 
deposits  at 
domestic 
offices 

Total 

deposits 

at 

foreign 

offices 

Total 

consolidated 

deposits 

All  national  banks 

$285,211 

$125,026 

$235,558 

$217,816 

$507,245 

$184,797 

$1 ,555,654 

Alabama  . 

2,401 

1,225 

2,843 

1,823 

5,544 

218 

14,053 

Alaska 

777 

180 

350 

397 

906 

0 

2,610 

Arizona . 

3,140 

1,585 

3,507 

1,376 

5,948 

0 

15,556 

Arkansas  . 

1,581 

1,403 

1,004 

1,355 

4,396 

0 

9,738 

California . 

37,876 

14,959 

33,310 

25,040 

49,040 

28,972 

189,197 

Colorado 

4,478 

2,343 

3,945 

1,699 

5,036 

168 

17,668 

Connecticut . 

3.872 

1,386 

2,308 

1,611 

8,520 

164 

17,861 

Delaware . 

230 

73 

1,355 

4,203 

691 

0 

6,551 

District  of  Columbia 

2,629 

1,335 

3,132 

3,537 

2,721 

1,935 

15,288 

Florida 

15,259 

8,122 

14,794 

13,016 

31,958 

502 

83,652 

Georgia 

7.388 

2,637 

5,707 

4,047 

10,084 

439 

30,301 

Hawaii  . 

65 

34 

26 

51 

85 

0 

261 

Idaho  . 

982 

609 

884 

506 

2,495 

0 

5,477 

Illinois . 

16.929 

5,392 

9.441 

18,271 

24,675 

16,072 

90,779 

Indiana  ...... 

5,029 

3,409 

4,135 

3,016 

10,854 

91 

26,536 

Iowa .  . 

1,921 

1,204 

1,133 

610 

4,780 

0 

9,647 

Kansas  . 

1,892 

1,461 

1,781 

1,431 

5,445 

0 

12,009 

Kentucky  . 

2,695 

1,574 

1.269 

1,693 

5,768 

189 

13,188 

Louisiana . 

3,975 

1,751 

3,085 

3,664 

6,795 

175 

19,444 

Maine  . 

469 

317 

476 

209 

1,699 

0 

3,170 

Maryland  . 

4,021 

1,315 

2,758 

4.915 

8,622 

£99 

22,330 

Massachusetts . 

6,781 

2,429 

8,713 

7,114 

11,296 

5,333 

41,666 

Michigan  . 

7,881 

2,712 

6,988 

5,983 

17,888 

2,349 

43,802 

Minnesota  . 

6,165 

3,074 

5,004 

4,296 

11,278 

575 

30,391 

Mississippi 

1,383 

910 

1.083 

1,252 

3,883 

0 

8,511 

Missouri  . 

6,002 

2,956 

4,177 

2,491 

11,290 

36 

26,952 

Montana  . 

576 

473 

621 

232 

1,481 

0 

3,383 

Nebraska . 

1,802 

1,334 

1,220 

615 

5,1 18 

0 

10,088 

Nevada  . 

1,143 

519 

1,176 

1,084 

1,205 

0 

5,128 

New  Hampshire  . 

364 

300 

197 

241 

938 

0 

2,041 

New  Jersey . 

12,356 

5,203 

8,630 

5,770 

26,779 

73 

58,810 

New  Mexico  . 

910 

839 

780 

894 

2,428 

0 

5,850 

New  York . 

33,037 

8,294 

28,584 

25,304 

37,914 

115,205 

248,337 

North  Carolina  . 

7,605 

2,227 

5,200 

8,938 

11,751 

3,184 

38,905 

North  Dakota 

389 

485 

394 

237 

1,460 

0 

2,966 

Ohio . 

11,889 

6,109 

9,267 

8,393 

30,701 

1,102 

67,462 

Oklahoma  .  ,  . 

2,726 

1,736 

1,628 

1,582 

5,530 

92 

13,293 

Oregon . 

2,542 

1,659 

2,644 

1,453 

4,812 

0 

13,110 

Pennsylvania 

16,228 

5,888 

12,718 

13,541 

35,262 

3,986 

87,623 

Puerto  Rico . 

8 

4 

0 

14 

42 

0 

69 

Rhode  Island 

1,047 

433 

1,190 

3,440 

2,461 

680 

9,251 

South  Carolina 

2,658 

1,963 

2,966 

1.669 

5,118 

0 

14,373 

South  Dakota 

585 

465 

1,194 

1,772 

3,259 

0 

7,275 

Tennessee 

3.872 

2,000 

4,088 

1,984 

8.656 

32 

20,632 

Texas 

23,301 

11.837 

17,780 

16,813 

33,843 

1,904 

105,477 

Utah  . 

1,255 

726 

992 

389 

2.580 

80 

6,021 

Vermont 

231 

214 

376 

293 

1,010 

0 

2,124 

Virginia 

3,829 

2,416 

2,176 

4,348 

10,129 

149 

23,046 

Washington 

6.300 

2,799 

5,423 

2,603 

9,793 

367 

27,285 

West  Virginia 

1.133 

923 

697 

677 

5,251 

0 

8,682 

Wisconsin 

3,315 

1,473 

2,126 

1,645 

7,298 

29 

15.886 

Wyoming 

288 

315 

282 

280 

733 

0 

1,898 

‘Zeros  indicate  amounts  of  less  than  $500,000 
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Outstanding  balances,  credit  cards,  and  related  plans  of  national  banks,  December  31,  1990 

(Dollar  amounts  in  thousands) 


Total 

number  of 
national 
banks 

Credit  cards  and  other 
related  credit  plans 

Number  of 
national  banks 

Outstanding 

volume 

All  national  banks  . 

3,967 

2,320 

$75,427,762 

Alabama . 

52 

23 

363,336 

Alaska . 

4 

3 

50,709 

Arizona . 

12 

12 

1,030,994 

Arkansas  . 

79 

18 

128,331 

California  . 

157 

147 

12,538,483 

Colorado . 

255 

225 

1,230,880 

Connecticut  . 

17 

10 

159,922 

Delaware  . 

14 

14 

10,647,035 

District  of  Columbia 

24 

21 

146,493 

Florida . 

167 

86 

2,144,864 

Georgia . 

72 

51 

2,615,531 

Hawaii  . 

3 

1 

3,642 

Idaho . 

7 

7 

211,417 

Illinois  . 

345 

191 

803,785 

Indiana  . 

87 

76 

887,068 

Iowa . 

96 

54 

374,496 

Kansas  . 

163 

48 

343,903 

Kentucky . 

84 

39 

238.666 

Louisiana  . 

47 

21 

753,682 

Maine  . 

7 

7 

54,845 

Maryland . 

28 

20 

3.474.108 

Massachusetts  . 

31 

22 

269,723 

Michigan . 

65 

49 

542,197 

Minnesota . 

156 

111 

1,026,291 

Mississippi  . 

26 

11 

116,588 

Missouri  .  . 

91 

56 

422,312 

Montana . 

43 

28 

28,299 

Nebraska  . 

110 

53 

1,058,407 

Nevada  . 

7 

4 

4,767,784 

New  Hampshire  . 

1 1 

7 

83,772 

New  Jersey  . 

55 

46 

959,928 

New  Mexico . 

40 

15 

197,446 

New  York  . 

93 

65 

4,755,983 

North  Carolina . 

15 

14 

543,647 

North  Dakota  . 

29 

21 

33,270 

Ohio . 

134 

108 

4,622,317 

Oklahoma . 

168 

62 

64,165 

Oregon  . 

8 

5 

1,066,315 

Pennsylvania . 

159 

96 

849,096 

Puerto  Rico  . 

1 

1 

6,994 

Rhode  Island . 

3 

2 

148,652 

South  Carolina . 

31 

27 

1,299,864 

South  Dakota . 

21 

12 

8,396,705 

Tennessee  . 

43 

24 

672,890 

Texas  . 

605 

212 

1,338.533 

Utah . 

6 

4 

218.368 

Vermont  . 

12 

5 

47,130 

Virginia  . 

49 

26 

1,098,212 

Washington  . 

27 

17 

1,772,702 

West  Virginia . 

78 

28 

99,839 

Wisconson 

98 

88 

707,847 

Wyoming 

32 

27 

10,296 
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Interest  Income  of  National  Banks,  December  31,  1990 


(Dollar  amounts  in  millions) 


Interest 
and  Fees 
on  Loans 

Income 

from 

Lease 

Financing 

Interest 
due  from 
Other 
Depository 
Institutions 

Interest 

and 

Dividends 

on 

Securities 

Interest 

from 

Trading 

Account 

Assets 

Interest 

from 

Federal 

Funds 

Transactions 

Total 

Interest 

Income 

All  national  banks 

$144,302 

$3,496 

$6,955 

$27,109 

$2,734 

$7,372 

$191,968 

Alabama . 

1,122 

5 

7 

381 

17 

27 

1,559 

Alaska  . 

160 

1 

5 

126 

0 

9 

301 

Arizona 

1,232 

30 

17 

256 

8 

73 

1,616 

Arkansas 

595 

1 

8 

258 

7 

51 

921 

California 

19,115 

364 

539 

1,042 

397 

483 

21,940 

Colorado 

1,273 

13 

75 

354 

3 

149 

1,868 

Connecticut . 

1,437 

0 

11 

296 

1 

217 

1,960 

Delaware . 

1,745 

9 

4 

14 

103 

29 

1,904 

District  of  Columbia 

1,169 

1 1 

168 

227 

4 

50 

1,630 

Florida 

6.813 

36 

133 

1,445 

5 

496 

8,928 

Georgia 

2,984 

45 

47 

640 

10 

83 

3,810 

Hawaii  . 

20 

0 

0 

4 

0 

2 

26 

Idaho  .  . 

498 

10 

4 

1 1 1 

0 

14 

638 

Illinois  . 

7,263 

14 

1,009 

1,523 

304 

622 

10,734 

Indiana . 

2,251 

40 

22 

561 

2 

104 

2,980 

Iowa  . 

654 

1 

4 

300 

0 

44 

1,003 

Kansas  . 

726 

5 

8 

360 

0 

81 

1,180 

Kentucky  . 

1,056 

21 

14 

272 

1 

63 

1,427 

Louisiana . 

1,403 

2 

30 

538 

0 

82 

2,055 

Maine  . 

310 

0 

0 

31 

0 

17 

359 

Maryland 

2,151 

49 

34 

404 

53 

101 

2,791 

Massachusetts  . 

5,115 

341 

575 

740 

43 

282 

7,097 

Michigan  . 

3,216 

34 

202 

1,076 

14 

116 

4,659 

Minnesota  . 

2,375 

59 

25 

550 

8 

163 

3,181 

Mississippi  . 

581 

1 

5 

236 

1 

48 

872 

Missouri  . 

1,819 

12 

17 

541 

13 

145 

2,546 

Montana  . 

219 

0 

3 

70 

0 

64 

357 

Nebraska . 

755 

8 

6 

245 

2 

49 

1,066 

Nevada  . 

1,500 

0 

0 

97 

0 

6 

1,604 

New  Hampshire . 

180 

0 

0 

28 

0 

8 

216 

New  Jersey . 

4,761 

38 

30 

964 

8 

195 

5,997 

New  Mexico  . 

420 

2 

3 

149 

0 

61 

636 

New  York  . 

30,875 

1,502 

2,892 

2,976 

1,395 

822 

40,462 

North  Carolina 

3,678 

93 

178 

961 

143 

199 

5,250 

North  Dakota  . 

174 

1 

4 

80 

0 

29 

288 

Ohio  . 

6,254 

162 

127 

1,372 

13 

256 

8,184 

Oklahoma  . 

747 

1 

18 

428 

2 

85 

1,280 

Oregon 

1,232 

70 

6 

221 

37 

36 

1,601 

Pennsylvania 

7,114 

203 

281 

2,097 

41 

277 

10,013 

Puerto  Rico 

6 

0 

0 

1 

0 

0 

7 

Rhode  Island 

686 

178 

15 

219 

1 

140 

1,239 

South  Carolina 

1,491 

8 

4 

339 

6 

52 

1,900 

South  Dakota 

1,655 

2 

2 

93 

0 

9 

1,761 

Tennessee 

1,642 

20 

49 

478 

19 

77 

2,285 

Texas 

6,177 

27 

293 

2,525 

33 

1,196 

10,252 

Utah  . 

494 

15 

1 1 

116 

20 

27 

682 

Vermont 

214 

0 

1 

24 

0 

4 

243 

Virginia 

2,110 

10 

20 

484 

6 

89 

2,719 

Washington 

2,787 

30 

24 

187 

12 

33 

3,074 

West  Virginia 

609 

0 

9 

282 

0 

47 

947 

Wisconson 

1,346 

18 

10 

306 

3 

50 

1,732 

Wyoming 

93 

0 

3 

79 

0 

1 1 

186 

'Zeros  indicate  amounts  of  less  than  $500,000 
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Noninterest  Income  of  National  Banks,  December  31,  1990 


(Dollar  amounts  in  millions) 


Service 
Charges  on 
Deposit 
Accounts 

Gams 
(Losses) 
on  Foreign 
Exchange 
Transactions 

Gams 
(Losses) 
on  Fees  from 
Assets  m 
Trading 
Accounts 

Other 

Noninterest 

Income 

Gams 
(Losses) 
on  Assets 
not  in 
Trading 
Accounts 

Total 

Noninterest 
Income  and 
Gams  (Losses) 
on  Assets  not 
in  Trading 
Accounts 

All  national  banks  . 

$7,192 

$1,598 

$854 

$25,321 

$284 

$35,247 

Alabama  . 

74 

3 

8 

123 

0 

209 

Alaska  . 

17 

0 

0 

39 

0 

57 

Arizona . 

122 

3 

1 

305 

13 

443 

Arkansas  . 

48 

0 

8 

78 

0 

135 

California  . 

1,210 

312 

141 

3,414 

(7) 

5.069 

Colorado  . 

127 

3 

10 

317 

(2) 

455 

Connecticut . 

98 

6 

2 

287 

19 

412 

Delaware . 

12 

0 

0 

1,080 

0 

1,092 

District  of  Columbia . 

54 

12 

2 

177 

0 

245 

Florida  . 

492 

12 

8 

863 

49 

1,424 

Georgia  . 

244 

3 

8 

337 

13 

605 

Hawaii  . 

1 

0 

0 

2 

0 

3 

Idaho  . 

35 

0 

0 

46 

0 

82 

Illinois . 

286 

123 

152 

911 

(8) 

1,464 

Indiana . 

111 

1 

4 

282 

(D 

398 

Iowa  . 

40 

0 

1 

121 

1 

162 

Kansas  . 

51 

0 

1 

89 

3 

144 

Kentucky  . 

53 

0 

2 

99 

(3) 

151 

Louisiana .  . . . . 

127 

1 

1 

152 

9 

290 

Maine  . 

12 

0 

0 

40 

(4) 

48 

Maryland  . 

125 

3 

1 

250 

9 

388 

Massachusetts . 

149 

59 

2 

1,105 

1 1 

1,325 

Michigan  . 

181 

13 

1 

443 

2 

640 

Minnesota  . 

135 

10 

17 

389 

6 

557 

Mississippi  . 

48 

0 

1 

55 

2 

106 

Missouri  . 

116 

5 

25 

285 

1 

431 

Montana . 

15 

0 

0 

25 

0 

40 

Nebraska . 

37 

0 

1 

236 

1 

275 

Nevada  . 

35 

0 

1 

437 

0 

474 

New  Hampshire  . 

8 

0 

0 

14 

0 

23 

New  Jersey . 

238 

5 

8 

433 

13 

698 

New  Mexico . 

31 

0 

0 

47 

4 

82 

New  York 

525 

935 

272 

5,004 

20 

6,755 

North  Carolina  . 

199 

19 

34 

679 

27 

958 

North  Dakota  . 

10 

0 

0 

18 

0 

28 

Ohio  . 

281 

10 

3 

1,018 

8 

1,320 

Oklahoma  . 

80 

1 

9 

172 

1 

263 

Oregon  . 

113 

1 

18 

212 

3 

347 

Pennsylvania . 

333 

26 

5 

1,163 

33 

1,560 

Puerto  Rico  . 

0 

0 

0 

0 

0 

1 

Rhode  Island  . 

18 

2 

1 

252 

12 

285 

South  Carolina  . 

88 

1 

3 

149 

2 

243 

South  Dakota  . 

13 

0 

0 

1,725 

0 

1,738 

Tennessee  . 

125 

1 

60 

232 

0 

419 

Texas  . 

628 

11 

28 

1,203 

24 

1,895 

Utah  . 

40 

0 

4 

65 

(1) 

109 

Vermont  . 

7 

0 

0 

13 

(D 

20 

Virginia . 

92 

2 

3 

219 

20 

336 

Washington 

202 

13 

2 

430 

0 

648 

West  Virginia . 

22 

0 

0 

49 

0 

71 

Wisconson . 

73 

1 

6 

224 

2 

305 

Wyoming . 

8 

0 

0 

13 

0 

21 

‘Zeros  indicate  amounts  of  less  than  $500,000 
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Interest  Expense  of  National  Banks,  December  31,  1990 

(Dollar  amounts  in  millions) 


Interest  on 
Deposits 

Expense  of 
Federal  Funds 
Transactions 

Interest  on 
Treasury 
Demand  Notes 
and  other 
Borrowed 
Money 

Interest  on 
Mortgage  and 
Capitalized 
Leases 

Interest  on 
Subordinated 
Notes  and 
Debentures 

Total 

Interest 

Expense 

All  national  banks 

$95,667 

$14,598 

$13,215 

$158 

$1,037 

$124,674 

Alabama 

803 

157 

4 

1 

0 

965 

Alaska 

121 

26 

2 

0 

0 

149 

Arizona 

794 

33 

74 

1 

1 

902 

Arkansas  . 

493 

22 

3 

0 

1 

519 

California . 

10,149 

1,266 

1,138 

22 

334 

12,909 

Colorado 

885 

131 

14 

3 

3 

1,036 

Connecticut 

1,069 

184 

99 

2 

12 

1,364 

Delaware  . 

407 

96 

479 

0 

21 

1,003 

District  of  Columbia . 

962 

135 

16 

0 

14 

1,127 

Florida 

4,523 

653 

122 

6 

25 

5,328 

Georgia 

1,588 

505 

34 

2 

16 

2,145 

Hawaii  . 

12 

0 

0 

0 

0 

12 

Idaho  . 

297 

63 

7 

0 

1 

368 

Illinois . 

6,047 

966 

518 

2 

50 

7,583 

Indiana 

1,490 

260 

44 

2 

1 

1,796 

Iowa  . 

517 

70 

3 

1 

1 

591 

Kansas  . 

662 

39 

5 

1 

0 

706 

Kentucky  . 

735 

125 

15 

1 

0 

876 

Louisiana . 

1,085 

167 

4 

1 

1 

1,258 

Maine  . 

201 

11 

10 

0 

0 

222 

Maryland  . 

1,271 

230 

187 

1 

17 

1,704 

Massachusetts . 

3,917 

656 

912 

8 

56 

5,548 

Michigan . 

2,427 

345 

129 

1 

6 

2,908 

Minnesota . 

1,588 

319 

53 

3 

29 

1,991 

Mississippi  . 

480 

55 

2 

0 

0 

538 

Missouri  . 

1,285 

257 

36 

7 

0 

1,584 

Montana . 

186 

14 

1 

1 

1 

203 

Nebraska  . 

540 

35 

10 

2 

1 

588 

Nevada 

272 

86 

314 

0 

11 

683 

New  Hampshire 

116 

12 

1 

0 

0 

129 

New  Jersey . 

3.144 

375 

75 

2 

20 

3,615 

New  Mexico  . 

325 

47 

2 

1 

0 

375 

New  York  . 

21.526 

1.648 

7,303 

49 

166 

30,692 

North  Carolina  . 

2.088 

1,289 

239 

6 

18 

3,640 

North  Dakota 

169 

4 

1 

0 

1 

175 

Ohio  . 

3.834 

716 

161 

5 

5 

4,721 

Oklahoma 

703 

34 

13 

0 

0 

751 

Oregon . 

689 

120 

79 

1 

1 

891 

Pennsylvania . 

5.067 

949 

417 

5 

103 

6,542 

Puerto  Rico  . 

5 

1 

0 

0 

0 

5 

Rhode  Island  . 

578 

168 

106 

0 

8 

860 

South  Carolina 

783 

325 

18 

1 

4 

1,131 

South  Dakota 

448 

112 

286 

0 

25 

872 

Tennessee 

1,176 

175 

22 

1 

14 

1,388 

Texas  . 

5,671 

897 

161 

10 

34 

6,774 

Utah  . 

308 

82 

5 

0 

2 

397 

Vermont  . 

135 

5 

1 

0 

0 

142 

Virginia 

1,298 

344 

36 

1 

3 

1,681 

Washington  . 

1,371 

205 

43 

8 

28 

1 ,655 

West  Virginia 

488 

48 

2 

0 

0 

538 

Wisconson 

842 

135 

10 

1 

4 

992 

Wyoming 

99 

2 

0 

0 

0 

101 

'Zeros  indicate  amounts  of  less  than  $500,000 
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Noninterest  and  Other  Expense  of  National  Banks,  December  31,  1990 

(Dollar  amounts  in  millions) 


Provision 
for  Loan 
and  Lease 
Losses 

Provision  for 
Allocated 
Transfer 
Risk 

Salaries  and 
Employee 
Benefits 

Expenses  of 
Premises  and 
Fixed 
Assets 

Applicable 

Income 

Taxes 

Other 

Noninterest 

Expense 

Total 

Noninterest 
and  Other 
Expense 

All  national  banks  . 

$20,811 

($36) 

$30,439 

$10,517 

$4,246 

$29,180 

$95,157 

Alabama  . 

74 

0 

241 

76 

51 

189 

631 

Alaska  . 

11 

0 

64 

22 

18 

37 

152 

Arizona . 

189 

0 

406 

134 

23 

371 

1,122 

Arkansas  . 

33 

0 

166 

50 

38 

147 

433 

California . 

2,077 

(37) 

3,844 

1,517 

1,288 

3.080 

11,769 

Colorado . 

337 

0 

372 

137 

(19) 

520 

1,348 

Connecticut . 

381 

0 

365 

147 

(17) 

319 

1,195 

Delaware . 

417 

0 

243 

58 

224 

678 

1,620 

District  of  Columbia . 

542 

0 

252 

104 

(98) 

276 

1,077 

Florida  . 

1,148 

1 

1,438 

612 

129 

1,497 

4.825 

Georgia . 

390 

0 

615 

194 

78 

679 

1.956 

Hawaii  . 

0 

0 

7 

4 

1 

5 

17 

Idaho  . 

19 

0 

89 

18 

38 

112 

276 

Illinois . 

628 

0 

1,541 

499 

195 

1,109 

3,973 

Indiana . 

253 

0 

437 

132 

103 

407 

1,334 

Iowa  . 

21 

0 

169 

55 

48 

166 

459 

Kansas  . 

58 

0 

182 

48 

44 

173 

505 

Kentucky  . 

1 1 1 

0 

220 

69 

21 

162 

583 

Louisiana  . 

309 

0 

323 

106 

(14) 

352 

1.076 

Maine  . 

80 

0 

60 

22 

(1) 

56 

217 

Maryland  .  .  ...... 

831 

0 

460 

139 

(57) 

451 

1.824 

Massachusetts  . 

1,017 

0 

1,080 

419 

90 

1,111 

3.717 

Michigan 

175 

0 

800 

224 

132 

604 

1,936 

Minnesota  . 

256 

0 

422 

140 

45 

623 

1,486 

Mississippi  . 

64 

0 

138 

45 

16 

112 

375 

Missouri  . 

110 

0 

427 

132 

92 

374 

1,134 

Montana . 

(1) 

0 

52 

17 

12 

67 

147 

Nebraska  . 

79 

0 

177 

61 

51 

264 

633 

Nevada  . 

390 

0 

121 

46 

122 

476 

1,156 

New  Hampshire  . 

88 

0 

37 

12 

(11) 

43 

170 

New  Jersey . 

1,785 

1 

964 

374 

(193) 

906 

3,836 

New  Mexico  . 

102 

0 

115 

39 

(9) 

92 

340 

New  York . 

3,547 

0 

6,218 

2,152 

475 

4,735 

17,127 

North  Carolina  . 

348 

0 

722 

255 

147 

595 

2,068 

North  Dakota  . 

3 

0 

44 

13 

10 

42 

112 

Ohio  . 

949 

0 

1,206 

351 

215 

1,353 

4,074 

Oklahoma  . 

59 

0 

261 

74 

39 

238 

671 

Oregon . 

121 

0 

309 

89 

103 

196 

817 

Pennsylvania . 

1,212 

0 

1,409 

529 

41 

1,390 

4.580 

Puerto  Rico . 

2 

0 

2 

1 

0 

2 

6 

Rhode  Island  . 

316 

0 

175 

33 

(24) 

194 

694 

South  Carolina . 

144 

0 

268 

98 

65 

255 

829 

South  Dakota  . 

442 

0 

185 

50 

287 

1,222 

2,185 

Tennessee  . 

349 

0 

413 

116 

14 

370 

1.262 

Texas  . 

590 

0 

1,754 

619 

93 

1,747 

4  802 

Utah . 

50 

0 

95 

25 

29 

131 

330 

Vermont . 

26 

0 

42 

13 

3 

27 

110 

Virginia . 

393 

0 

402 

131 

9 

328 

1,263 

Washington . 

172 

0 

628 

185 

170 

477 

1.633 

West  Virginia  . 

35 

0 

141 

40 

40 

114 

369 

Wisconson . 

78 

0 

300 

84 

84 

276 

822 

Wyoming  . 

4 

0 

32 

9 

8 

29 

82 

‘Zeros  indicate  amounts  of  less  than  $500,000 
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Book  Value  of  Securities  at  National  Banks,  December  31,  1990 

(Dollar  amounts  in  millions) 


US 

Treasury 

Securities 

US 

Government 
Issued  or 
Guaranteed 
Certificates  of 
Participation 

Other  U  S 
Government 
Agency  and 
Corporation 
Obligations 

Securities 
Issued  by 
States  and 
Political 
Subdivisions 

In  the  U  S 

Other 

Domestic 

Debt 

Securities 

Foreign 

Debt 

Securities 

Equity 

Securities 

All  national  banks 

$71,908 

$90,710 

$62,627 

$41,554 

$24,047 

$14,034 

$3,950 

Alabama 

555 

1,361 

1,324 

979 

198 

14 

30 

Alaska 

891 

9 

175 

1 1 1 

260 

0 

5 

Arizona 

1,024 

179 

1,175 

460 

284 

1 

21 

Arkansas 

1,171 

553 

879 

496 

101 

0 

29 

California 

2,319 

5,625 

646 

997 

273 

1,324 

336 

Colorado 

1,466 

299 

1,554 

588 

419 

0 

33 

Connecticut 

215 

2,550 

95 

122 

378 

6 

25 

Delaware 

66 

12 

62 

7 

0 

0 

18 

District  of  Columbia 

940 

848 

525 

275 

252 

106 

10 

Florida 

3,882 

5,914 

3,485 

2,657 

1,160 

168 

148 

Georgia 

614 

3,239 

1,272 

1,458 

856 

7 

62 

Hawaii  . 

6 

0 

37 

2 

0 

0 

0 

Idaho 

296 

199 

421 

241 

203 

0 

7 

Illinois . 

5,128 

2,760 

3,777 

3,264 

1,863 

357 

344 

Indiana 

1,478 

1,256 

1,652 

1,107 

864 

6 

91 

Iowa 

876 

1,480 

657 

358 

260 

0 

18 

Kansas  . 

1.000 

1,142 

1,419 

675 

125 

0 

39 

Kentucky 

746 

465 

813 

843 

290 

8 

37 

Louisiana  . 

2.061 

2,633 

805 

344 

261 

3 

34 

Maine 

215 

109 

114 

32 

0 

0 

3 

Maryland . 

878 

1,517 

961 

608 

511 

112 

25 

Massachusetts 

2,217 

2,284 

609 

142 

228 

579 

166 

Michigan 

1,378 

6,028 

1,527 

2,143 

1,311 

57 

75 

Minnesota 

1,444 

2,908 

676 

967 

832 

7 

80 

Mississippi  . 

635 

779 

912 

512 

188 

1 

22 

Missouri  . 

3,441 

1,291 

1,110 

910 

243 

38 

32 

Montana . 

199 

373 

170 

62 

80 

0 

7 

Nebraska 

1.070 

536 

694 

389 

262 

2 

15 

Nevada 

65 

417 

92 

73 

399 

0 

9 

New  Hampshire 

127 

31 

153 

34 

19 

0 

4 

New  Jersey . 

2,842 

2,314 

2,544 

1,983 

1,328 

53 

149 

New  Mexico 

736 

315 

509 

306 

1 

5 

13 

New  York 

5,307 

6,152 

1,489 

3,755 

2,181 

10,545 

979 

North  Carolina 

3,745 

4,100 

602 

1,524 

264 

215 

42 

North  Dakota 

178 

463 

156 

90 

52 

0 

10 

Ohio  . 

2,764 

2,914 

5,921 

3,252 

1,196 

25 

126 

Oklahoma  . 

2,273 

1,225 

807 

485 

272 

1 

40 

Oregon 

323 

798 

267 

556 

162 

1 

10 

Pennsylvania 

3,197 

7,446 

6,759 

2,586 

2,167 

291 

157 

Puerto  Rico 

0 

8 

0 

1 

0 

0 

0 

Rhode  Island  . 

194 

901 

39 

176 

119 

2 

14 

South  Carolina 

967 

993 

1,041 

626 

245 

2 

24 

South  Dakota 

133 

671 

50 

95 

39 

0 

15 

Tennessee 

1,403 

1,425 

1,584 

889 

428 

2 

36 

Texas 

8,030 

10,357 

8,625 

1.177 

2,115 

85 

284 

Utah  . 

294 

267 

546 

99 

129 

0 

97 

Vermont 

113 

26 

56 

46 

30 

0 

7 

Virginia 

421 

1,911 

1,132 

794 

595 

1 

29 

Washington 

549 

490 

303 

465 

159 

2 

52 

West  Virginia 

725 

430 

1,427 

648 

70 

0 

96 

Wi  scon son 

963 

545 

693 

1,093 

328 

6 

36 

Wyoming 

346 

162 

283 

54 

45 

0 

3 

‘Zeros  indicate  amounts  of  less  than  $500,000 
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Off-balance  Sheet  Items  at  National  Banks,  December  31,  1990 


(Dollar  amounts  in  millions) 


Unused 

Commitments 

Letters 

of 

Credit 

Partici¬ 
pations  in 
Acceptances 
Acquired  by 
the  report¬ 
ing  bank 

Securities 

Borrowed 

Securities 

Lent 

Mortgages 

Transferred 

with 

Recourse 
Treated  as 
Sold 

Interest 

Rate 

Contracts 

and 

When- issued 
Securities 

All  national  banks  . 

$708,725 

$145,221 

$225 

$3,212 

$5,885 

$13,203 

$1,791,037 

Alabama  . 

3,135 

685 

0 

26 

3 

164 

404 

Alaska  . 

464 

14 

0 

19 

79 

0 

15 

Arizona . 

10,211 

307 

0 

0 

0 

0 

1,713 

Arkansas  . 

752 

76 

0 

0 

0 

204 

186 

California  . 

114,013 

26,287 

0 

205 

144 

236 

336,549 

Colorado  . 

6,891 

344 

2 

0 

0 

0 

26 

Connecticut . 

4,651 

1,329 

0 

0 

0 

31 

2,847 

Delaware  . 

58,437 

10 

0 

0 

100 

0 

2,380 

District  of  Columbia . 

4,028 

779 

2 

25 

24 

0 

3,952 

Florida  . 

18,301 

2,736 

1 

0 

469 

765 

1,797 

Georgia  . 

14,596 

2,091 

23 

436 

4 

80 

5,595 

Hawaii  . 

74 

2 

0 

0 

0 

0 

0 

Idaho  . 

1,701 

130 

0 

0 

0 

0 

262 

Illinois . 

55,669 

11,390 

31 

29 

27 

8 

276,542 

Indiana . 

7,988 

940 

1 

127 

452 

21 

1,526 

Iowa  . 

3,939 

191 

0 

7 

0 

0 

549 

Kansas  . 

2,386 

141 

0 

17 

10 

0 

16 

Kentucky  . 

2,882 

395 

0 

25 

48 

2 

447 

Louisiana . 

3,807 

537 

1 

0 

0 

119 

525 

Maine  . 

492 

33 

0 

0 

0 

0 

112 

Maryland  . 

10,884 

1,237 

0 

101 

114 

151 

11,176 

Massachusetts  . 

19,404 

4,165 

3 

37 

42 

1,729 

55,926 

Michigan  . 

12,382 

2,035 

2 

0 

14 

382 

5,739 

Minnesota  . 

9,807 

3,353 

4 

7 

157 

92 

7,523 

Mississippi  . 

1,348 

130 

0 

0 

0 

15 

160 

Missouri  . 

6,185 

1,166 

2 

182 

139 

0 

388 

Montana . 

503 

79 

0 

2 

0 

1 

163 

Nebraska . 

5,080 

193 

2 

0 

0 

0 

151 

Nevada  . 

1,194 

94 

0 

0 

0 

14 

11,774 

New  Hampshire  . 

446 

24 

0 

0 

0 

0 

0 

New  Jersey . 

12,231 

1,772 

8 

0 

0 

0 

4,051 

New  Mexico  . 

1,036 

43 

0 

0 

0 

48 

1 

New  York . 

100,709 

55,178 

45 

821 

623 

7,781 

931,169 

North  Carolina  . 

18,557 

3,245 

4 

0 

0 

200 

15,070 

North  Dakota  . 

209 

23 

0 

2 

0 

0 

46 

Ohio  . 

32,661 

4,221 

19 

0 

25 

192 

21,566 

Oklahoma  . 

1,601 

158 

0 

0 

0 

20 

40 

Oregon 

8,139 

528 

4 

0 

0 

0 

4,357 

Pennsylvania . 

29,035 

9,478 

1 1 

0 

839 

226 

33,177 

Puerto  Rico . 

7 

0 

0 

0 

0 

0 

0 

Rhode  Island 

3,333 

445 

7 

0 

0 

0 

1,534 

South  Carolina  . 

5,950 

334 

0 

19 

360 

12 

454 

South  Dakota  . 

49,092 

51 

0 

0 

1 

0 

11,361 

Tennessee  . 

5,619 

725 

0 

0 

116 

13 

1,796 

Texas  . 

26,304 

4,022 

7 

1,091 

1,892 

3 

9,120 

Utah  . 

1,933 

241 

0 

0 

0 

0 

1,109 

Vermont . 

341 

32 

0 

0 

0 

5 

2 

Virginia . 

8,466 

1,361 

7 

21 

77 

636 

2,692 

Washington . 

14,721 

1,680 

34 

10 

67 

0 

22,959 

West  Virginia . 

898 

80 

0 

0 

62 

0 

26 

Wisconson 

6,116 

701 

4 

1 

0 

53 

2,062 

Wyoming  . 

115 

10 

0 

0 

0 

0 

2 

‘Zeros  indicate  amounts  of  less  than  $500,000 
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Consolidated  foreign  and  domestic  loans  and  leases  past  due  at  national  banks,  by  states,  December  31,  1990 

(Dollar  amounts  in  millions) 


Number 

of 

banks 

Type  of  loan 

All 

real  estate 

Commercial  and 
industrial ' 

Personal2 

Leases 

Other 

loans3 

Total 

loans 

To  non-U  S 
addresses 

All  national  banks 

3967 

$16,973.7 

$7,892  5 

$9,371  4 

$471  6 

$1,091  5 

$35,800  8 

$941  72 

Alabama 

52 

123.7 

42.3 

81.9 

04 

4  9 

253  3 

0  00 

Alaska 

4 

24  8 

21  4 

28 

1  4 

1  6 

51  9 

0  00 

Arizona 

12 

117  2 

55  2 

68  2 

2  3 

8  5 

251  4 

081 

Arkansas 

79 

79  5 

40  2 

32  6 

0  0 

2  1 

154  4 

0  00 

California 

157 

2,9665 

1,302  5 

765  1 

44  8 

178  0 

5,256  9 

180  08 

Colorado 

255 

1 19.1 

108  0 

736 

0  9 

0.7 

302  3 

000 

Connecticut 

17 

361  3 

80  2 

56  8 

00 

18  3 

5166 

000 

Delaware  . 

14 

15  0 

15.1 

4759 

1  3 

00 

507  4 

0  00 

District  of  Columbia 

24 

342  4 

203  0 

353 

03 

68  5 

649  5 

16  08 

Florida 

167 

1,170.1 

292.1 

354  6 

50 

19  3 

1,841  0 

1.31 

Georgia 

72 

206  5 

194.8 

236  6 

11  2 

18  2 

667  3 

000 

Hawaii . 

3 

0.1 

02 

0  1 

00 

0  0 

0  4 

0  00 

Idaho  . 

7 

15  4 

12  3 

25  9 

0.2 

6.2 

599 

0  00 

Illinois . 

345 

485.0 

382  6 

207  6 

1  8 

33  0 

1,1100 

000 

Indiana . 

87 

262.7 

132  4 

204  3 

6.8 

11.7 

617  8 

0  00 

Iowa  . 

96 

24  9 

29  1 

59  5 

0.5 

1.0 

1150 

000 

Kansas 

163 

41  9 

38  1 

32  0 

1  1 

0.3 

1133 

0  00 

Kentucky  . 

84 

85  8 

65.1 

63  9 

1  8 

3.3 

219  8 

000 

Louisiana  . 

47 

116  4 

81.1 

1123 

0  6 

7.1 

317.5 

0  00 

Maine .  . 

7 

80.7 

24  8 

17  3 

02 

2.2 

125  3 

000 

i/aryland 

28 

252  2 

1189 

311  0 

109 

23  7 

7168 

000 

Massachusetts  . 

31 

752  0 

301.5 

114  6 

27.1 

25  6 

1,220  7 

21  36 

Michigan 

65 

257.5 

224  3 

1430 

4  5 

47  0 

6763 

0  24 

Minnesota  ... 

156 

224  4 

243  2 

130  9 

12  6 

22  7 

633  7 

0  00 

Mississippi . 

26 

51.3 

30  4 

36  6 

0.2 

6.3 

124  7 

000 

Missouri  . 

91 

113  5 

97  7 

73  3 

0  6 

4,2 

289  3 

000 

Montana . 

43 

12  2 

18  4 

130 

0  1 

3.0 

46  8 

000 

Nebraska 

110 

21.7 

24.5 

652 

0.2 

1.4 

112  9 

0  00 

Nevada 

7 

48  8 

19.1 

695  0 

0.0 

1.9 

764  7 

0  00 

New  Hampshire 

1 1 

51  4 

24.5 

16  7 

0.0 

0.0 

92  5 

0  00 

New  Jersey  . 

55 

1,177.7 

5302 

283  9 

13.1 

30  7 

2,035  7 

0  13 

New  Mexico  . 

40 

53  3 

44.1 

239 

05 

0.1 

121.9 

0  00 

New  York  . 

93 

3,362  3 

983  7 

1,339  3 

125  6 

228  1 

6,039  0 

698  48 

North  Carolina 

15 

379  4 

153  6 

81  2 

5.7 

15  5 

635  3 

0  00 

North  Dakota 

29 

168 

16  0 

108 

0.0 

3  4 

47  1 

0  00 

Ohio  . 

134 

501.5 

219  6 

627  1 

21.7 

15.2 

1,385.1 

0.13 

Oklahoma 

168 

65  2 

49  9 

28  6 

0.0 

5.0 

148  6 

0  00 

Oregon 

8 

92.1 

40  8 

45  2 

21.7 

7  4 

207  2 

0  00 

Pennsylvania 

159 

792  7 

506  0 

3302 

58  6 

101.7 

1,789  2 

1301 

Puerto  Rico  . 

1 

0.2 

5  4 

1.0 

0.0 

0.0 

6.7 

0  00 

Rhode  Island 

3 

184  7 

69  7 

53  4 

66  5 

69 

381  3 

000 

South  Carolina 

31 

1665 

55  5 

1069 

2.1 

24 

333  4 

0  00 

South  Dakota 

21 

7.1 

124.1 

982  3 

0.1 

5  0 

1,118.5 

0  00 

Tennessee 

43 

183  0 

89  2 

1196 

3.9 

68 

402  5 

0  00 

Texas 

605 

598  6 

401  0 

337  4 

3.6 

62  2 

1,402  7 

6  25 

Utah 

6 

66  6 

22.1 

336 

1  4 

2.2 

125  9 

0  00 

Vermont . 

12 

35  2 

22  6 

84 

0.0 

0.2 

66  4 

0  00 

Virginia 

49 

459  5 

108  4 

169  2 

08 

21.5 

759  4 

0  00 

Washington 

27 

240  8 

81  7 

160  7 

3  7 

50  8 

537  7 

0  63 

West  Virginia 

78 

74.7 

32  9 

665 

00 

0.0 

174.1 

3  17 

Wisconson 

98 

87.1 

99  5 

51  7 

60 

5  5 

249  8 

0  05 

Wyoming 

32 

4  9 

13  7 

4  9 

00 

04 

23  9 

0  00 

’For  banks  with  assets  of  less  than  $300  million  this  category  captures  commercial  (time  and  demand)  and  all  other  loans 
^For  banks  with  assets  of  less  than  $300  million  this  category  captures  installment  loans  and  credit  cards  and  related  plans 
’Does  not  include  banks  with  assets  of  less  than  $300  million 
'Zeros  indicate  amounts  of  less  than  $500,000 
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Percent  of  total  loans  past  due,  by  asset  size  of  national  banks 1 


Less 

than 

$300M 

S300M 

to 

$1B 

$1B 

to 

$WB 

Greater 
than 
$1 0B 

Alt 

national 

banks 

Real  estate 

March  1990 

2.44 

2  42 

3  02 

3  22 

2  97 

June  1990' . 

2  04 

2  04 

2  39 

2  71 

2  45 

September  1990 

2  15 

2  13 

2  76 

2  80 

2  63 

December  1990 

2.55 

2  61 

3  39 

3  78 

3  38 

Commercial  and 
industrial2 

March  1990  . 

5  15 

3  16 

2  35 

1.29 

2  02 

June  1990'  . 

4  35 

2  55 

2  16 

1  13 

1.77 

September  1990 

4.36 

2  72 

1.97 

110 

1.70 

December  1990  . 

4.59 

2  72 

2  18 

1.56 

2  04 

Personal3 

March  1990  . 

2.51 

2  96 

3.84 

3  09 

3  36 

June  1990'  . 

2  47 

2  87 

3  67 

2  97 

3  20 

September  1990  . 

2.70 

3.21 

4  27 

3  26 

3  63 

December  1990  . 

3  17 

3  25 

399 

4  28 

3  92 

Leases 

March  1990  . 

2  28 

1.57 

1.52 

1.47 

1  50 

June  1990'  . 

2.12 

1.37 

1.43 

114 

1.24 

September  1990  . 

1  91 

1.47 

1.68 

1.43 

1.51 

December  1990 

2  50 

1.81 

2.31 

1  43 

1.73 

Other  loans3 

March  1990  . 

003 

1.25 

1.56 

1.08 

1.14 

June  1990  . 

0  02 

0  75 

111 

0  79 

0  82 

September  1990  . 

0  03 

0  77 

1.07 

1.01 

0  93 

December  1990  .  . 

0.01 

0  68 

1.28 

0  80 

0  85 

Total  loans 

March  1990  .  . 

2  88 

2  64 

2  90 

2  16 

2  52 

June  1990'  . 

2  49 

2  27 

2  48 

1  88 

2  17 

September  1990 

2  57 

2  43 

2  75 

1.98 

2  33 

December  1990  . 

2  92 

2  66 

3  00 

2  65 

2  79 

’Past  due  loans  in  each  category  are  stated  as  a  percentage  of  loans  outstanding  of  that  type. 

2For  banks  with  assets  of  less  than  $300  million,  this  category  captures  commercial  (time  and  demand)  and  all  other  loans 
3For  banks  with  assets  of  less  than  $300  million,  this  category  captures  installment  loans  and  credit  cards  and  related  plans 
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